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ABSTEACT 

A historical perspective on the organization and 
administration of the National Direct Student Loan (NDSL) Program is ^ 
reported in this study, particularly as it relates to persisting 
concerns about the default rate. Chapter 1 explains the origin, 
purpose, and provisions of the program. Chapter 2 provides an 
overview of the study, including both the data collection and 
analysis plans. In Chapter 3 focus is on institutional organization 
for HDSL (such as centralization and specific functions, billing and 
collection, data processing, and staff training) and Chapter a deals 
with HDSL recipient selection smd packaging patterns. Institutional 
perceptions of problems (in selection and administration) in the 
«award of HDSL funds are explored in Chapter 5 and the exit interview 
(with graduates and dropouts) is described in Chapter 6. NDSL billing 
and .collection procedures (administrative options, -tegj^er 
cancellation provisions, educ^ioaal deferments, colScction agencies, 
administrative actions agaiilst defaulters, and write-off preferences) 
are reviewed in Chapter 7. /chapter 8 deals with such billing and 
collection problems as administration of cancellation, deferment, and 
truth -in-lending provisions; preparing fiscal operations reports; and 
maintaining contact with borrowers. Eelationships between 
administrative practices and annual institutional NDSL default rates 
are examined in Chapter 9. (BD) 
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This study was initiated'as Project No. 12A3-12with the Office of 
Program Planning, Budgeting and Evaluation, U.S. Office of ETducatiorf. It 
was coppleted by Educational Testing Service (ETS) after expiration 
of the contract, to p^rovide a historical perspective on the organization 
and administration of the NDSL Progran, particularly as it may relate to 
persisting concerns about fhe NDSL default rate. Due to the passage of ( 
time between data colleQti-®n and publication, the results reported 
herein are not intended to .reflect 'administrative practices or default 
rates for other than the 1972-73 academic year. 

The views expressed in this report do not necessarily represent 
those of the U.S. Office of Educatipn or of, ET§. " ^ 

^ V ,7 • 



TABLE OF CONTENTS 



Page 



CHAPTER' 1 - National Direct Student Loan Program. . . "* 1 

Origin and Purpose of NDSL 1 

Overview of Provisions of the NDSL Program 2 

CHAPlER 2 - Overview of the Study . . . 5 

Data Collection' 6 

Anal^ysis Plan 7 

CHAPTER 3 - Institutional Organization for NDSL 9 

Centralization and Specific Functions . . 9 

Billing and Collection ^ . . . . 12 

N ' Data Processing •( * 

^ \ Office Procedural Guidelines 18 

. . . Sraff Size, Training, and Adequacy . 18 

. Training 27 

^CHAPTER 4;- NDSL Recipient Selection and Packaging. Patterns 29- 

* Need Analysis Systems Used 29 

, ■ Selection of NDSL Recip-ie^ts. 30 

Case Studies in Packaging 34 

• 

CHAPTER 5 - Institutional Perceptions of Problems .......... 

in the Award o^^NDSL Fundss 51 

^ Problems in Selecting NDSL Recipients . • 52 

Problems in Of f ice, Administration 55 

•Other Administrative Problems • • * 60 

Administrative Cost Allowance ' 63 

CHAPTER 6 - The Exi't IntercMew. ^ . . . . . 67 

^Exit Interviews with Graduates and Dropouts 67 

• How Interviews aire Conducted and What liiey Cover. ... 69 

CHAPTER. 7 - NDSL Mlling-and Collect ion Procedures 75 

Billing and .Colle<;tion Administrative Options . . 75 

Administra^tion of Teacher Cancellation Provisions • . . 77 

'Administration 'Of ^ucational D^efermetits. ' 79 

Usage and Effectiveness of Billing an^l ^ ^ 

Connection Agencies .... . 79 

* Adminil&trative Actions. Against Defaulters 87 

Write-off Preferences 89 



4 



• TABLE OF CONTENTS (continued) 

Page 

CHAPTER 8 - Problems in NDSL Billing and Colle>ction . . 93 

Administering Cancellation Provisions 9>i 

Administering Defetiient Provisions ' 100 

Aflrainistering Truth-in-Lending Provisions 103 

Xdrainistering Monthly Repayments 105 

Administering SEOG-NDSL -^^und Transfers 105 

Preparing Fiscal Operations Reports . • 10 7 

Retaining Staff 110 

Maintaining Contact with Borrowers. HO 

CHAPTER 9 - Relationships between Administrative Practices • 

and Annual Institutional NDSL Default Rates 127 

The Default Problem .1 • • • • 1^7 

Default Rates C ... . 128 

Administrative Practices and Default Rates 131 

Exit Interview and Delinquency Rates 133 

Teacher Cancellation, Deferment and 

Delinquency Rate. • " 

Administrative Follow-up Procedures and 

Delinquency Rates . 

Partial "Effect" of Administrative Practices 

on Annual Delinquency Rate. . . . . • 158 

CHAPTER 10 7 Summary Findings • 165 

The NDSL Program. • • • 

^Data Collection' 165 

Institutional Organization of 5*DSL • • 166 

NDSL Recipient and Packaging Patterns . • . . . .... 167 

Institutional Perceptions of Problems in the 

Award of NDSL . • • • • • • 

The Exit Interview • • 169 

NDSL Billing and Collection Procedures ' . . . . 169 

Problems in NDSL Billing and Collection • • 171 

Administrative Practices and Default Rates 172 



vi 

ERIC 



TABLES 



Page 

TABLE 2,1 Distribiition of Respondents by Type of Institution. ... 7 

.TABLE 3.1 Centralized Administration of Federal Student 

Financial Aid Programs by Institutional Type 10 

TABLE 3.2 Regular Performance of Other Work in Addition ^ 

to Financial Aid H 

TABLE 3.3 Other NDSL Administrative Functions Assigned to 

the Office Responsible for Selection of Recipients. ... 12 

TABLE 3.4 Frequency of Billitig Cycle 13 

TABLE 3.5 ^-Systematic Reporting of NDSL Collections to Office 

Responsible for Selection of Recipients 14 

TABLE 3.6 Respondents without Systematic Reporting to Office > 
Responsible for Selection of Recipients 15 

TABLE 3.7 Extent of Use of Data Processing Equipment in Financial 

Aid Operations Other Than Billing and Collection 16 

TABLE 3.8 Method by Which NDSL Bills Prepared 17 

TABLE 3.9 Respondents with Wtitten Procedural Guidelines 19 

TABLE 3.10 Institutions with Full-Time Directors of Student 

Financial Aid Programs 20 

TABLE 3.11 Distribution of Professional Staff Experience in 

Financial Aid Administration 21 

TABLE 3.12 Perceptions of Adequacy of Administrative 

(Professional) Staff Size 22 

TABLE 3*13 Perceptions of Adequacy of Secretarial and 

Clerical Staff Size 22 

TABLE 3.14 Perceptions of Adequacy of Administrative Professional 

Staff Size by Level of Staff, All Institutions 23 

TABLE 3.15 Clerical Staff Complements Involved in NDSL 

' Billing and Collection 24 

vii 



TABLES (continued) 



Page 

TABLE 3.16 Administrative Staff Complements Involved 

in NDSL Billing and Collection 25 

TABLE 3.17 Perceptions of Adequacy of Administrative 

(Professional) Staff Size for Billing and Collection. . . 26 

TABLE 3.18 Perceptions of Adequacy of. Clerical Staff Size 

for Billing and Collection 26 

TABLE 3.19 Percent of Respondents with Particular 

Types of Training •■ 2 7 

TABLE 4.1 Need Analysis Systems Used to As<^,^ss Student's Needs. . . 30 

TABLE 4.2 Does More Than One Member of thp Administration or 
Faculty Approve Each NDSL Application before a Loan 
Commitment is Made? 31 

TABLE 4.3 Mean Institutional Preference Rankings of Student 

Subgroups to Receive NDSLs, by Type of Institution* ... 32 

TABLE 4.4 Do More Than Half of the Minority Financial Aid 
Recipients at the Institution Receive NDSLs as 

Part of Their Packages? 33 

TABLE 4.5 Average Need Analysis, Three Sample Cases (1972-73 

Academic Year Budget and Procedures) 36 

TABLE 4.6 Budget Comparisons, 1972-73 Academic Year . .' 37 

TABLE 4.7 Institutions Offering any Aid, 1972-73 Academic Year. . 38 

TABLE 4.8 Percent of Institutions Offering Different Types of 

Assistance: Advantaged Student (1972-73 Academic Year) . 'AG 

TABLE 4.9 Percent of Institutions Offering Different Types of / 

Assistance: Average Student (1972-73 Academic Year)* . . 40 

TABLE 4.10 Percent of Institutions Offering Different Types 
of Assistance: Disadvantaged Student (1972-73 

Academic Year) ^1' 

TABLE 4.11 Average Loan Offers to Three Theoretical Cases 

(1972-73 Academic Year) 41 

TABLE 4.12 Average Grant Offers '^^ 

viii 

ERIC 7 



TABLES ( cone inucd ) 



I'ago 

TABLE 4.13 Average Employment Offers ^4 

TABLE 4.14 Total Aid Offered Related to Financial Need 47 

TABLE 4.15 Different Types of Financial Aid as Percentages 

of Total Offer ^9 

TABLE 5.1 Difficulty in Determining Financial Independence 

from Parents 53 

TABLE 5.2 Difficulty in Finding Time to Conduct Necessary 

Interviews with Aid Applicants 54 

TABLE 5.3 Difficulty in Preparing NDSL Operations Reports 55 

TABLE 5.4 Difficulty in Answering Correspondence from 

Aid Applicants in a Timely Fashion 56 

TABLE 5.5 Difficulty in Finding Time to Review Applicants' 

Financial Need 57 

TABLE 5.6 Difficulty in Providing Timely Notification to 

Recipients about Awards 58 

TABLE 5.7 Difficulty in Identifying Transfer Applicants 

Who Had NDSLs at Other Institutions 59 

TABLE 5.8 Difficulty with Other Administrative Aspects 

of the NDSL Program ^ 61 

TABLE 5.9 Were the Funds for NDSL at Your Institution for Fiscal 
Year 1973 Adequate, More than Adequate, or Less Than 
Adequate for Your Needs? 64 

TABLE 5.10 Approximately What Percent of Your Institution's Total 
Annual NDSL Administrative Costs are Covered by the 
Administrative Allowance the Government Permits You 
to Withdraw from the NDSL Fund? 64 

TABLE 5.11 In Your Opinion, Should the NDSL Administrative 

Allowance Be Increased? 65 

TABLE 5.12 What Should the NDSL Administrative Allowance Be? ... 66 

TABLE 6.1 Exit Interviews Conducted with Graduating 

NDSL Borrowers 

ix 



ERIC 



TABLES (continued) 



TABLE 6.2 Exit Interview Conducted with NDSL Borrow«^rs W)io Dropped 

Out of School before Completing Their Studies 68 

TABLE 6*3 How Exit Interviews Conducted 69 

TABLE 6.4 Repayment Schedule Discussed with Bocrower during 

Exit Interview? 70 

TABLE 6.5 Has It Been Your Experience That NDSL Borrowers Cain 
a Thorough Understanding of Their Repayment 

Obligations from the Exit Interview? 71 

TABLE 6.6 Exit Interview Used to Gather Tracking Information 
from Terminal NDSL Borrowers before They Leave the 
Instltltlon? • 72 

TABLE 6.7 Percent of Institutions Gathering Various Types of 
Tracking Information from NDSL Borrowers before 
They Leave the Institution 73 

TABLE 7.1 Percent of Institution Exercising Various 

NDSL Repayment Options 76 

TABLE 7.2 Administrative Arrangement for Receiving Teacher 

Cancellation Forms from NDSL Borrowers 78 

TABLE 7.3 Administrative Arrangement for Receiving Request 

for Deferment Forms from NDSL Borrowers 80 

TABLE 7.4 Percent of Institutions Using Comnerclal Billing 

Services and Collection Agency Services in 1972-73- ... 82 

TABLE 7,5 Effectiveness of Commercial Billing Services in 

Reducing Number and Amount of Delinquency Accounts. ... 82 

TABLE 7.6 User Attitudes about the Relative Cost of Commercial 

Billing Services in 1972-73 83 

TABLE 7.7 Effectiveness of a Collection Agency in Reducing 

the Number and Amount of Delinquent NDSL Accounts .... 84 

TABLE 7.8 User Attitudes about they Relative Costs of Collection 

Agencies and Performing NDSL Collection Function S5 

TABLE 7.9 Number of Times Delinquent NDSL Borrowers Reminded 

before Legal Action Considered 86 



EKLC 



« 

TABLKS (cQnt Iniit'd) 

$ 

P.IK** 

TABLE 7.10 Sbccnt of Institution Taking Varlouft Administrative 

Actions, against Delinquent NDSL Borrowem 88 

TABLE 7.11 Wrlto-oft Period Proffrence 91 

TABLE 8.1 Difficulty In Determining Eligibility for 

Teacher Cancellation. * 93 

TABLE 8.2 Difficulty In Determining Amounts of Principal and 

Interest to be Canceled for Teachers of Dlsiadv.intaged 
Children 9b 

TABLE 8.3 Difficulty In Maintaining Records to Allow Pus t ponetnent 

o^ Installment in Anticipation of Cancellation- 9S 

TABLE 8*4 Difficulty Experienced with On-Tirae SubTnis^sion of 

Cancellation Reques'ts by Tennlnal Borrowers 99 

TABLE 8.5 Difficulty In Determining Eligibility for Defurnient . * . 101 

TABLE 8.6 Difficulty Experienced with On-Time Submission of 

Requests for Deferment by Terminal Borrowc-rs 102 

TABLE 8.7 Di/ficulty irt Complying with Truth-in-Lcnd ing Law .... 104 

TABLE 8.8 -Difficulty in Maintaining Billing Records for NDSL 

Borrowers with. Graduated Repayment Schedules 106 

TABLE 8.9 Difficulty in^alntaining Separate Accounting Records 

for NDSLs' Made with Transferred SEOG Funds 108 

TABLE 8*10 Dlffi<:ulty in Preparing NDSL Fiscal Operation Reports . . 109 

TABLE. B.'ll Dl€(^iculty in Retaining Professional Staff 

Responsible for NDSL B,illing and Collection Ill 

TABLE 8. 12-' Difficulty, in Retaining Clerical Staff Responsible 

' -'for NDSL Billing and . Co 1 lec t ion ' . . ; . 112 

TABLE 8.13> Difiicirlty in Maintaining Contact with Borrowers 

between the Time They Leave Institution and the Tir:e 
' First .Payment . is Due. .* 113 ^. 

TABLE 8.14 Difficulty in Locating Delinquent Borrowers 115 

TABLE 8.15 Effectiveness pf Federal Skip-Tr^ice Service in 

Locating Delinquent NDSL Borrowers ■ • . . . * 116 

xi 

ERIC ' ■ / 1', 



TAHLKS ( cotU Inucd ) 

TABLK 8.16 Ff fret Ivrnriiji of Contrtc t Inj.^. r;irrnXM or uiKirJUtti 

to Locate Drllnrjurtit NDSL Borrowrrw IIH 

TABLK 8-17 Kt frr t Ivcness ot' Aiiinnl Offli-r In U)catlru', 

Dvllnquont NDSL Borrowi^rs . . . *. 1 ' 

TABLK 8-18 Ef f ec t IvcncsH of College Placement Otflce In 

Lorntlnp. Delinquent OTSL Bor ' ^^s ll'O 

TABLE 8-19 F.t t ec t I ve iicsH of Driver's L;^c'n:.;^ \^\s-v\cAy-\ in 

Locitinp D«*llnquent NDSL Borrowers 

TABLE 8.20 Effectiveness of Armed Forces in Locating; 

Delinquent NDSL Borrowers \ll 

TABLK 8.21 Effectiveness of Merchant Retail Cr«'dit Association 
. . in Locatinjj; D^* I inqucnt NDSL Borrowers 12^ 

TABLE 8.22 Effectiveness of Institutions to Which CraduaCc 
Transcripts Have Been Sent in Locating NDSL 

Delinquent Borrowers 125 

TABLE 9-1 Median Annual Institutional NDSL Default Rat»'s 

By Type of Institution , 130 

TABLE 9.2 Distributions of Annual NDS^L Defanic Rar<»s 

Type of Institution: FY 1972 1 32 

TABLE 9.3 Relationship between Conducting Hx i t Intfrvi-^s 

with Graduating Borrowers and r>c: 1 1 li : uercy Rale 133 

TABLE 9.4 Relationship between Conducting Fx i t Intcr/iewti 

with Dropouts and Delinquency Rato 136 

TABLE 9.5 Relationship between Method of Interv:<=w .in^ 

Delinquency Rate 13 7 

TABLE 9.6 Relationship between Discussing Repayment Sc •.cs:l<^le 

With the Borrower and Delinquency Rate *. . - . 136 

TABLE 9.7 Relationship between Borrowers' Understanding cf 

Repayment Obligations and Delinquency Rate 139 

TABLE 9-8 Relationship between Gathering In f o nr.a t ion to 

Trace Borrowers and Delinquency Rate 1*^0 

xi i 



« 

TABLE ^.^ Kf Idt lonnhlp bctwrcn ObtalnlnK AHdff^i* i>l 

Horrowrr'n Parent* 4nd I>r I liuinmc y k^tc * 

TABLK 9.10 Kr 1 4t lonmhlp hrtwrrn Obt^ilnltiR the Horrowrf'n 

AJdmi» itnd D*' I in<juc nrv HAtr • . . . ♦ * . I^u 

TABLE 9.11 Krlntlon»hlp between Obtain I nj;^ Addrrr4?ie% *>: 

Rr I r rencci* and De 1 Inquont y R.i t e • • • • • * 1 

TAELE 9.12 Re l.it lonnlj 1 p between tUUnlnlnt; Adclr«^«» 

Bo r TiJWt^ r ' ft Rank, .ind De 1 1 nque ni' y K.i t e ! -! 

TAHLE 9.13 Rel.it loas^tp botwe#n Obtaining AJ.dr*T^^ o! 

Borrowor'» Church and Delinquency Rate. . . , I'^Z 

TABLF. U Relationship betwt*en Obtaining-. .Vldrrrin 

Borri^wi-r'n PrcHcnt h>.p lover and r>^' I Inqum*. y Ka t r . * * - 1 i 

TABLK 9.15 Relationship berwt-en Adn 1 n 1 % t r a t 1 vr Ar rar.v;vv-i- t 
tor Recc" iv inp^ T** .ichor Canrol lat ion Requfsts a:.d 

D^'llnquency Ratf • • • '^'^^ 

TABLE 9.16 Rt- 1 a t 1 onsh 1 p betwt-en /Vdr.ln 1 st rat ive Ar rani.;err.i-:U tor 

Receiving; Requests for Dt-Jernient and Delinquency Rat*- . l^b 

TABLE 9« I 7 Evldtiontthip between Metl&od oi>ed to Prepare b^ll^ 

and Delinquency Ratt^ 1-^/ 

TABLE 9.18 Relationship betwren 'Jsin^^, a Corinercial Bill::;/, 

Service and Dtrlinquency Ratr •^S 

TABLE 9.19 Relationship betWL-rn Frequency of Blllir./. 

and Delinquency Rate 1*^9 

TABLE 9.20 Relationship between RersLnder Frequency and 

D^* 1 inqu^'ncy Rate 13 ^ 

TABLE 9.21 Relationship between Use of an Outside Collecti.^n 

Agency and Delinquency Rate . . • ^ • 15*. 

TABLE 9.22 Relationship between Assessment of Penalty C?.ar/,«-:> 

and Delinquency Rate. . . • 152 

TABLE 9.23 Relationship between Prohibiting.; Rel^.Nise ot c:ra<:f 

Transcripts and Delinquency R4ite 1^3 

X 1 k i 



EKLC 



TABLE S ( c on t inue d ) 



9 



VtSCbLE 9*24 Relationship between Sending Threatening Letters' 

V ' , and Delinquency Rate 

• ^ 

TABLE 9* 25 Rela;:ronship between Turning Accounts «ver to a 

^Lawyer or Collection Agency and Delinquency Rate* . . • 

TABLE 9.26 Relationship between Charging Delinquent Borrowers 

Costs for Collection and Delinquency Rate . 

TABLE 9*27 Relatfonship between Permitting Repayments and 

Delinquency Rate - 

TABLE 9«28 Relationship between Requiring Minimum Repayments 

and Delinquency Rate • 

TABLE- 9*29 Relationship between Deferring Repayments for 

Part-Time Student and Del-inquency Rate..' 

TABLE 9.30 Relationship between Deferring Repayments in 

Hardship 'Cases and Delinquency Rate 

TABLE 9.31 Regression Coefficients and Related Statistics for 
the Prediction of Annual Institutional Delinquency 
Rate from Eighteen Independent Variables. • • • . . . 



ft 



xiv 



CHAPTER 1 . 

NATIONAL DIRECT^STUDEI^^ ^ 

Origin and Purpose of NDSL 

' The National Direc't ' Student Loan (NDSL) Program was established 
under Title II of the National Defense Education Act of 1958 (Public Law 
85-864) with an initial appropriation in 1959 of about $39 million* 
Since that time, it has grown almost tenfold to a program involving 
annual appropriations of over $300 million and advances to 831,000 
students, amounting to $581.5 million in 1977-78. \ 

As established in 1958, the NDSL Program was scheduled to terminate 
on' June 30, 1966. However, Public Law 88-210, enacted in December 1963,* 

extended the program for one additional year and Public Law 88-665, 

^ 1 
enacted in October 1965, extended it to J^ine 30, 1972. The life of 

the program was subsequently extended by the Education Amendments of 

1972 and 1976.' ' ^ 

The purpose of the NDSL Program is to assist in the establish- 

ment and maintenance of Ibw-int^rest, long-term, deferred loan programs 

at institutions of pos t secondary education for students demonstrating 

- 2 ' 

need for financial assistance to pursue their studies. 



^ National Defense Student Loan Program ' 1967 Manual of Policies and 
Procedures • Washington: Office, of Education, Department of Health,, 
Education, and Welfare, pp. 10101-10104. \ 

Student Financial Aid 1977-78 Handbook . Washington: U,S. Department of 
Health, Education, and Welf^are, Office of Education, Bureau of Student 
Financial Assistance, p. 8-i» ■ . 



Overviev of Provisions of the NDSL Program ' ^ - 

/ • ■ ■ 

Each year, institutions apply- to the U.S. Office of EduCcatto-nv 
(USOE) for NDSL funds • Institutions indicate on their applications the.' 
expected number of enrolled students eligible for loans, the anticipated^ 
average loan, cash carry-over for relending, receivables , ^delinquency .| 
rates, and related information. Ninety percent of t>ve >appropr iated NHSL^ 
funds are allotted to states so -that, each state receives, a ^hare of funds 
that is in proportion to its share of the national full-tine enroilmenj: 
in institutions of higher education. . The ' remaining 10 percent may,J>e 
reallocated among states by the U.S. Commissioner of Education* 'Insti- 
tutional ap-plicat ions ard reviewed by regional panels, which- recommend 
an NDSL amount for each Institution. The act^ual allotment to ea^h 
institution is its pro-rata share, based on re^comnended amounts, of the 
state allotment. . _ 

Ins t i t,ut iotis are required to match the Federal' Capital Contri- 

3 ' 

bution for NDSL funds on a 9:1 basis. In turn, ins titutions select 
Students to receive National Direct Student Loans on the basis of their 
relative need f or , assistance . To t^e eligible, 'a student must- apply to 
the institution for an NDSL, and 

1. be a national of the United States; 

2. be accepted for enrollment as at least a half -time -'s'tudent ; 

3. '^a.demons trate financial need; 



^"Developing institutions** and institutions unable to meet the matching 
requirements may borrow funds from the ^go^ernment for this purpose. 



^3- 



*4. not be a inember of a religious community,' society, or 
order who, by direction of J^is or her community, society, 
or order, is pursuing a coarse of study in an institution 
and who receives support and maintenance from the com- ^ 
^1^ . munity, society, or order* 

Students may borroW* up to $10,000 in NDSL in total for undergraduate 
and graduate study, and up to $5,000 prior to entering graduate or profes- 
sional school, or up to $2,500 for the. first two academic years of study* 

NDSLs carry a simple 3, percent interest rate- Repayment begins|j^f ter 
a nine-month grace period following termination of at least half-time 
studies, not to' exceed a ten-year period* 
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CHAPTER 2 

m ' * * 

■ # 

OVERVIEW OF THE STUDY 

« 

This study was undertaken because the administration of the NDSL 

Program^ since its inception, had not been evaluated in a comprehensive 

sense. The study is intended to describe apd evaluate seven multi- 

faceted aspects of the NDSL Program as it was administered by instj.- 

tjutions in 1972-73: 

o organiza t ion^ of institutional financial aid offices" in 
relation to administration of the program 

o packaging procedures for awarding NDSLs to students 

• . 

o institutional perceptions of problems in the award of 
NDSL funds to students 

o the exit interview * - , \ 

o NDSL billing and collection procedures 

* " * • 

" o problems in billing and collection of NDSLs 

o relationships between administrative practices and annual" 
• institutional NDSL default rates 

H number of significant changes have occurred -since 1972-73 that 
have cha,nged the financial aid landscape markedly* The* development 
of the Basic Educational Opportunity Grant (BEOG) Program, which went 
into operation in 1972-73 foi; awards in 1973-74, the expansion of the 
Guaranteed Student Loan Program, and the Education Amendments of 1972 
and 1976 have modified the mix of available aid and, in many cases, 
'institutional packaging practices. Moreover, ""some changes in NDSL admin- 
istrative practices ha^iyp likely occurred since l$72-73 as a result of ^ 
efforts in the intervening period by the U*S. Office of Education and 
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Congress to strengthen the program. The findings reported here are 
applicable only to the 1972-73 year and the reader is cautioned . against 
inferring that thes.e results are necessarily valid today • 

Data Collection ^ - 
Two survey questionnaires were developed: Form I — Questionnaire 

for Institutional Representatives, Financial Aid Administrators; and Fora 

4 

II — Questionnaire for Institutional Fiscal Officers. ' Form I was 
divided ir^to f ive" sections : general infoi^mation abqut the organization of 
t.he financial aid office; information about office s taf f ing -l^^^ls ; 
selection of NDSL recipients; evaluation of the NDSL Program; and case 
studies (3) in procedures, institutions use to package \f inancial ^Sid . 

The qaes t ionna irjB for institutional fiscal officers contained 
sections on the .exit in terview,'- NDSL billing and collection procedures, 
and identification of problem areas in fiscal administration of the NDSL 

Program. , ^ • • ' 

The questionnaires were mailed in the fall of 19*72 to approximately.' 
2,150 institutions of higher education that participated 'in the NDSL 

Program,, and follow-up mailings were made in the winter of 1973. In 

- . ■* 

total, 1,457 financial aid Qfficei:s responded to Form I, for a . response 

^ ■ ' ' ^ ^ 

rate of about 67 percent, and 1,517 fiscal officers returned question- t 
naires, for a response* rate of about 70 percent. 



f*See Appendix A for a copy of Form I and Appendix B for a copy of 
Form II. . ' 



Y 



-7- 

Frequency anii percentage distributions of respondents, by type and 
control of institution,, appear in Table 2.1. n 

TABLE 2.1 DISTRIBUTION OF RESPONDENTS BY TYPE OF INSTITUTION 





Form 


I 


Form 


II 


* 


N 


Percent 


N 


Percent 


".All Institutions^ 


1457 


100.0 


1517 


100.0 


Universities 


421 


- 28.9 


444 


29.3 


Public 


223 


15.3 


* 

238 


15.7 


Private 


198 


13.6 


. 206 


13.6 


roor*~iear insLiLULxons 




38.0 


598 


39.4 


Public 


~ 102 


7-0, 


108 


7.1 


Private 


452 


31.0 


490 


^. 32.3 ■• 


Two-Year Inst i tut ±cnfe- 


482. 


33.1 


468 


30.9 


Public . ' ' 


324 


22.2 


309 


20.4 


Private 


158 A 


10.8 


15 9 


10.5 



Analysis Plan • . * 

The general analysis plan involved cross-tabulating item responses 
by type of' Institution. In addition, two special analyses of delinquency 
or default ra^tes were performed. The first 'analysis classified institu- 
tions into^ three groups by delinquency rate. Those institutions whose 
delinquency rates were in the top quarter (75th percentile or above) were 
classijfied as high default rate schools; those in the middle 50 percent 
(25th* to 50th percentile") were classified' as intermediate default rate 
"schools; ajid those in the bottom quartile were classified as low default 
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rate schools. Responses to selected items ' dealing with billing and 
collection practices were tabulatied by default classification. Pwesults of 
these analyses are presented in Chapter 9. 

The second special analysis of default rates involved regressing 
selected administrative practices on. default rates, in an effort t(^ 
assess the partial "effects" of administrative practices. Results of the 
stepwise regression analysis are also presented in Chapter 9. 

Readers interested in an overview of the major findings of the study 
may wish to refer to Chapter 10 before examining the detailed results 
presented in Chapters 3 through 9. 



CHAPTER 3 

INSTITUTIONAL ORGi^IZATION FOR NDSL' 

To obtain a general framework within which to consider the various 
specific administrative procedures, collection activities, and opinions 
about the, National Defense Student Loan Program, the ETS survey instru- 
ments asked questions about institutional organization for administration 
of the program. This chapter describes the reported organizational 
patterns • , 



t 

One^cst^ the r ecommbenda t ions the Of f ice of Education makes to 



Centralization and Specific Functions 
ins tit-at ions participating in' its programs is thadfthe administration 

■ ' ' . ^ ' ... ■ - 

of financial as.sistahce programs be coordinated by a single officer 

This assures that the individual needs of students are met in the ''most 

effective, economical,, and controlled way. 

Within the sample of institutions participating in ^his study, the 

suggestion for centralization appears to have been generally accepted. In 

response to the question, "Is the administration of federal student 

financial aid programs centralized in one office ac your institution," 

95, 6 percent of tha respondents answered affirmatively. The highest 

percentages of institutions with centralized offices for administering 

the federal programs were in the public universities and four-year 

institutions. The private universities and private four-year institutions 

were J.ess likely to have centralized operations. Only among -the two-year 
\ 

institutions were the private schools more likely to have a centralized 



operation than the public institutions. The following table shows the 
distribution of responses to the question on centralization. 



i 

TABLE 3.1 CENTRALIZED ADKINISTRATION OF FEDERAL STUDENT 
FINANCIAL AID PROGRAMS BY INSTITUTIONAL TYPE • 



Centralized Administration 



Institutional Type 


Yes 


No 


No Response 


All Institutions 


95.6% 


4.3% 


.1% 


Universities 








Public 


99.1 


.9 




Pr "f TP 

^ L X V o C w 


91.9 


8.1 




Four-Year Institutions 








Public 


98.0 


2.0 ■ 




Private 


94.5 


5.3 


.2 


•Two-Year Institutions 








Public 


95.7 


4.3 




Private 


96.8 


2.5 


.6 



In the offices that were not completely centralized, the admin- 
istration of the'^oLlege Work-Study Program (CWSP) was most likely not 
to be incljided.- Twenty-four institutions (1,6 percent of the total 
respondent group) indicated that CWSP administration was not included 
as a function of the offic-e administering the NDSL Program. Only ten 
ins t itut it^ns (.7 percent of the respondents) indicated that the admin- 
istration of the (Suppl-^mental) Educational Opportunity Grant (EOG). 
Program was not a function of the office responsible for administering 



NDSL. Within the different institutional types, the number of insti- 
^•ilfcutions that reported exclusion of (S)EOG or CWSP from the centralized 
administration was too small to demonstrate any particular pattern. 

About six out of ten of the responding institutions indicated that 
the office that ad^ninis tered the NDSL Program "regularly performs other 
work in addition to administering financial aid." The public universities 
were the least likely to assign other work to their financial aid offices^ 
with only 30.9 percent reporting regular discharge of* nonaid work. The 
private two-year institutions were most likely ,to have other work in the 
financial aid office. Within each general institutional type,, the private 
institutions were more likely' to have the financial aid office admin- 
istering other work than were the pub lie institutions (see* Table 3 .2) . 



TABLE 3.2 REGULAR PERFORMANCE OF OTHER WORK IN ADDITION TO 
FINANCIAL AID 



Other Regular Work 



EKLC 



Institutional Type 


Yes 


No 


No Response 


All Institutions 


59.3% 


AO. 2% 


.5% 


Universities 








Public 


30.9 


69.1 




Priva^,e 


A5.5 


53.5 


1.0 


Four-Year Institutions 








Pub lie 


53.9 


A6.1 




Private 


59.5 


AO.O 


.5 


Two-Year Institutions 








Public 


75.9 


23.5 


.6 


Private 


85. A 


13.3 


1.3 



NDSL Billing and Collection 

In most instances, the office responsible for selecting NDSL 
recipients was not responsible for other functions in connection with the 
program. Slightly more than one— third of the respondent group indicated 
they were also responsible for issuing loan checks to students, about 
one-quarter were also responsible for NDSL billing and collection, and 
slightly less than one-quarter handled NDSL accounting. The public 
universities were least likely to assign other NDSL administrative 
functions to the office responsible for selection; the private two-year 
institutions were most likely to have combined administrative functions. 



TABLE 3.3 OTHER NDSL ADMINISTRATIVE FUNCTIONS ASSIGNED TO THE 
OFFICE RESPONSIBLE FOR SELECTION OF RECIPIENTS 

Selection Office Responsible For 



Issuing Billing & 

Institutional Type Checks " Collection Accounting 



All Institutions 


37.1% 


26.0% 


24. C% 


• Universities 








Public 


29.2 


18.8 


15.7 


Private 


29.3 


21.7 


20.7 


Four-Year Institutions 








Public 


41.2 


25.5 


26. 5\ 


Private 


34.5 


28.5 


25.9 


Two-Year Institutions 








Public 


39.2 


22.6 


17.6 


Private 


58.9 


41.8 


.45.6 



r\ - 



t 

About 60 percent of the respondents indicated that they utilized a 
quarterly billing cycle for borrowers who had left their institutions. 
The Incidence of quarterly billing was highest in \he private universities 
and four-year institutions, where it was used by 6^.1 and 68.4 percent, 
respectively. In the two-year private institutions, only 45.3 percent 
billed quarterly. 

• The next most common billing cycle was monthly, used by 20.2 per- 
cent of all institutions. Bimonthly billing was used by less than 1 
percent of all institutions, and only in the two-year public and private 
groups did nore than 1 percent of the respondents use this cycle. 



TABLE 3.4 FREQUENCY OF BILLING CYCLE 



Frequency of Billing Cycle 



Institutional Type 


Monthly 


Bimonthly 


Quarterly 


Other 


;^o Response 


All Institutions 


20.22 


9Z 


59.6% 


8.27. 


^^1.2% 


Universities 












Public 


24.8 


.4 


' 53.8 


8.8 


12.3 


Private 


19.9 




64.1 


6.8 


9.2 


Four-Year Institutions 

■) 












Public 


17.7 


.9 


60.2 


12.0 


9.3 


Private 


15.7 


.6 


68.4 


6.3 


9.0 


Two-Year Institutions 












Public 


23.9 


1.3 


54.4 


7.4 


12.9 


Private 


22.6 


2.5 


45.3 ■ 


12.6 


17.0- 
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Among those institutions where the selection and collection re- 
sponsibilit ies were not -assigned to the ^ame office, only about half 
the rcspontifents indicated chat the aaountjs collected vete systematically 
reported to the office responsible for selecting recipients. In all three 
institutional types, the public institutions were sore likely to have 
collections sy s t ena t ica 1 ly reported to the selecting office^ Public 
universities were most likely to have such a procedure (nearly two-thirds 
r^ponded yes), whil-e private two-year institutions were least likely. 
The following table shows the responses to this itec 



L£ 3.5 SYSTEMATIC REPORTI>JG OF NDSL COLLECTIONS TO OrrIC;:, 
RESPONSIBLE FOR SELECTION OF RECIPIENTS* 



^-1-* ■ 


Syster^tic 


Reporting of Col 


lect ions 


Institutional Type 


Yes 


?>o 


Does Not Apply 


No Response 


All Institutions 


51.67, 


19. 3Z 


7.2Z 


21.9:: 


Universities 










Public 


'62.3 


15.3 


4. 5 


17.9' 


Private 


54.0 


'22.2 


4.6 


19.2 


Four-Tear Institutions 










Public 


59.8 


9.8 


6.9 


23.5 


Private 


44. Q 


25.0 


7.5 


23.5 


Two-Year Institutions 










Public 


55.3 


19.1 


8.9 


16. 7 


Private 


42.4 


11.4 


10.1 


36.1 


*Thc specific question'was 


, "If 


your off 


ice is not respon 


-,iblc for NDSL 



collection, are the amounts collected reported sybter.3t ical ly to your 
office?" 




•Eliminating the i ns t itut ions^^J^lmx: did not respond to the item 
(presumably those in which the collection and selection functions were 
the responsibility of the same office) and those that said the question 
did not apply (presumably those with some other arrangement to assure 
reporting), more than one-quarter of the respondents indicated that 
they did not have any procedure to routinely report collections to the 
office that selected recipients. The public universities and four-year 
institutioos had the smallest percentage of respondents indicating 
no systematic rep'orting procedures; the private universities and four- 
year ins titut ions ^had the highest percentages. Table 3.6 presents the 
responses to this item for all institutions but those that indicated the 
item did* not apply. 



. TABIiE 3.6 RESPONDENTS WITHOUT SYSTEMATIC REPORTING TO OFFICE 
RESPONSIBLE FOR SELECTION OF RECIPIENTS 



'"""^stitutional Type 




Percent with No - 
Systematic Reporting 


All lastitutions 




27.2 


« 

Universities 






Public ^' . 




19.7 


Private 
Four-Year Institutions 




29.2 , 

a 


Public 




14.1 


Private 




36.2 


Two-Ycar Institutions 






V. Public 




25.7 


Private 




21.2 
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Data Processing - ' 

^« 

Very few institutions (only slightly more than 11 percent) reported 

% 

making extensive ;.tise of data processing equipment in 1972-73 in their 
financial aid operations for purposes other than billing and collection. 
Close to 60 percent said they did not use it at all. Among all insti- 
tutional types, the public institutions were more likely to use data 
processing equipment than were the private. Private two-year institutions 
were the least likely to use data processing^ in their administration of 
financial aid. The following table describes the use of data processing 
equipment for financial aid operations in areas other than billing and 
collection. \> 



TABLE 3-7 EXTENT OF USE OF DATA PROCESSING EQUIPMENT IN 

FINANCIAL AID OPERATIONS OTHER THAN BILLING AND 
COLLECTION 







Data Processing" Use 




Instj^tional Type . 


Extensive 


Some 


None No 


Response 


All Institutions 


11.4% 


29.0% 


59.4% 


.2% 

•0 


Universities 










' Public 


27.8 


43.5 


28-3 


.4 


Private 
Four-Year Institutions 


15.1 


38.4 


46.5 


■ % 


Public 


12.7 


41.2 


46.1 




, Private 


6.9 ' 


22. e • 


70.6 




Two-Year Institutions 




* 






Public 


6.8 


27.5 


65.4 


.3 


' Private. 


'5.1 


10. 1 


83.5 


1.3 
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A computer w^s U9ed more for the generation of bills for NDSL bor- 
rowers than for other financial aid functions. While only 11 percent of 
all institutions reported extensive use of data processing in financial 
aid operations other than billing and collection, nearly half (A7,2 
percent) said computers were used In the generation of NDSL billings. 
Among all institutional. groups , the private institutions were more likely 
than the public institutions to use computers for billing* The highest 
percentages of institutions using computers were in the private univer- 
sities and private , four-year institutions. The lowest percentage of 
computer use for billing was in the public two-year institutions. ^ 



TABLE 3.8 METHOD 'BY miCE NDSL BILLS PREPARED 



How NDSL Bills Prepared 



Institutional Type 


Manually 


By Computer 


No Response 


All Institutions 


48.0% ^ 


\ 47.2% 


4.8% 


Universities 








. Public 


46.2 


50.0 


3.8 


Private 


35.6 


62.0 


2.4 


Four-Year Institutions 








Public 


62.0 


35.2 


2.8 


Private 


43.4 


53.7 


2.9 


Two-Year Institutions 








Public 


58.1 


34.4 


7.5 


Private 1 

Si. i 


.50.9 


37.1 


11. 9 



23 
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A 



t^'^'^'/v '••^ \k 

x^tl'.Qt^ly percent^ 



the "^^'^ ^ 
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3.' 



0 



4 • 



TABLE 3.9 PERCEN^ Qf RESPONDENTS WITH WRITTEN PROCEDURAL GUIDELINES 



Type of Written 
Procedural Guidelines 



Packaging various 
types of aid 

Clerical steps in 
processing financial 
aid applications 

Reviewing need 
analysis 

Reviewing applicants' 
academic credentials 

Reviewing applicants' 
qualifications, such 
as leadership, 
creativity 

Criteria for selecting 
NDSL recipients in , 
addition Yo those in 
Manual ^ 



Institutions Reporting Having Written Procedures 



All 

^"^titutlons 



51. 



3: 



56.1 



^6,0 



18.8 



University Four»Year 
Public Private Public Private 



28.3 



77.1 



66.4 



51.1 



18.8 



AO. 8 



Two-Year 
Public Private 



61. OZ 49^02 50. OZ' 50.27. 51.9: ^3.7Z 



60.1 68.6 



59.7 66.1 



56.1 54.9 48.7 57.4 



47.5 46.1 \ 45.6 39.8 



23.7 10.8 



12.6 '11.1 



26.8 29.4 



22.8 25.9 



62.0 



60.8 



50.6 



22.8 



32.3 



o 
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TABLE 3.10 INSTITUTIONS WITH FULL-TIME DIRECTORS 
. OF STUDENT FINANCIAL AID PROGRA^tS"■^ 







All Institutions 


' 73-43; . 

r 










Universities ^ 












Public 


95.1 


- 








Private 


77.3 










Four-Year Institutions^ 








• 




Fublic \ 


87.3 










^Private 


72.1 










Two-Year Institutions 












Public 


6 7.6 










• Private 


44.9 







Including the director (where appropriate ) j Che average staff in 
financial aid of f ices included l.S^ul'l-tim^ administrative (prof es- 

sional) staff persons dilring 'the period of the study. Public univer- 

* . * * , « 

sitries averaged 3-3 ^ofessionaL s t af f ; . pp iya t univers i t ies , 2'.'3; 
public four-year institutions, 1,6; private four-year instiLutions, 1.4'; 
public two-year schools, 1*3; and private' two-year schools 1.4* Table 
3.11 shows the distribution of professional 'staff members for institutions 
in the different groups. 

At 'most institutions, the mean experience level of the professional 
staff member's in the financial aid of fice was about three years. The 
private universities and four-year institutions jjg(d the more experienced 
staffs, the private two-year . institutions the least experienced. 



TABLE- 3.11 DISTRIBUTION OF PROFESSIONAL STAFF EXPERIENCE IN FINANCIAL 
AID ADMINISTRATION " 



. PercTnt of Staff with Years Experience 



Institutional Type 



Under 



1-2 



2-3 



3-4 4 or more 



Mean 



All Institutions 
UxiiS/e rsities 

Public 

Private 



17.9Zl 16. 8Z 15.52 U.8Z 34.9% 



18.4 
18.4 



Four-Year Institutions <^ 

Public . 18.6 

Private ' 16.4 

Two-Year Institutions 

Public • 16.8 

Private .22.1 



18.2 15.9 16.9 30.6 

15.5 13.2 14.1 38.7 

13.8 15.0 17.4 35.3 

15.2 15.4 13.3 39.7 

16.6 15.9 15.1 ' 35.6 
22.6 18.3 ^12.0 25.0 



3.0 

2.9 
3.1 

3.0 
3.1 

3.0 
2.6 



Not unexpectedly, very few of the respondents , felt that either 
their professional or their clerical staff level was higher than it should 
have been. Only 1.6 percent of all institutions reported that they had 
more than adequate numbers of professional staff members ,^jjand only 1.2 
percent said they had more than adequate clerical staff numbers.. About 
one-third beli>eve<i their professional and clerical staff complements were 
barely adequate, while 20.6 percent reported that their professional staff 
nui»Kers were less than adequate and 29.4 percent that, their clerical stvaff 
numbers were less than adequate. 

Among all institutional types, the private institutions were more 
likely than the public to report that their staff numbers were adequate. 



Tables 3.12 and 3.13 show the actual distributions of responses to the 
questions about adequacy of professional and clerical staffs. 



TABLE 3.12 PERCEPTIONS OF ADEQUACY OF ADMINISTRATIVE 
(PROFESSIONAL) STAFF SIZE 



Perception 
of Adequacy 


All 

Institutions 


Universities 
Public Private 


Four 
Public 


-Year 
Private 


Two- 

rUD lie 


-Year 
r r iva te 


More than 
adequate 


1.6Z 


.5Z 


1.5Z 




1.6Z 


.92 


5.7Z 


Adequate 


43.2 


■36.3 


39.4 


33.3 


46.7 


4.0.4 


59.5 


Barely 
adequate 


33.8 


33.6 


43.4 


30.4 


33.6 


34.3 


32.4 


Less than 
adequate 


20.6 


28.7 


15. 7 


36.3 


16.8 


23.8 


9.5 


No response 


.8 

9 


.9 






1.3 


.6 


1.9 



TABLE 3.13 PEF^^EPTIONS OF 
CLERICAL STAFF 


ADEQUACY 
SIZE 


OF SECRETARIAL 


AND 




Perception 
of Adequacy 


All 

Institutions 


Un iversities 
Public Private 


Four' 
Public 


-Year 
Private 


Two- 
Public 


-Year 
Private 


More than 
adequate 


1.2% 




1.0% 




1.3Z 


.9% 


X - 

3.2% 


Adequate 


35.0 


20.6 


34.9 


21.6 


39.4 


33.3 


55,? 

j 


Barely 
adequate 


i 

33.6" 


42.6 


32.3 


33.3 


31.4 ■ 


3^.6 


28.5 


Less than' 
adequate 


29.4 


35.4 


3l.3 


45.1 


26.3 


32.1 


12.0 


No response 


.8 


.9 


.5 




1.6 




1.3 



While the reapondents' perceptions of Che adequacy dj their profea-* 
sional staffs were related to staff sizep*thcre was ndt as much «dif f crencc 
of viewpoint as might have been expected- Slightly more than four out 
of ten (A2.6 percent) of those in offices with a single administrator 
believed that their prof esslfonal staffing was at least adequate, bu^ only 
slightly more than half (53.7 percent) of those in offices with more 
than four administrators said the same* Table 3.14 shows the perceived 
adequacy of professional (administrative) staffing by staff size- 








TABLE 3.14 PERCEPTIONS OF ADE 
' (PROFESSIONAL) STA 
ALL INSTITUTIONS 


^UACY OF ADMINISTRATIVE 
•F SIZE BY LEVEL OF STAFF, 


Numbi« 

.1 


of Administrative Staff 



Perception of Adequacy 


1 


■ 2 • 




4 


More than 4' 


Moi^e than adequate 


1.4Z 


f.7Z 


1.7Z 


1.6Z 




Adequate 


VI. 2 


46.0 


48.3 


. 4^.0 


53.7 


Barely adequate 


33.8 


3-3.8 


35. 3 


41-0 


^6.9 


Less than adequate 


23.0 


16.9 


13.8 


16.4 


17.9 


* 

No response 


• .6 


V.7 


.8 







The average number of staff menibers for billing and collection at 
all institutions was 2.36 full-tine equivalent administrative and 1*77 
full-time equivalent clerical staff.- Pub lie two-year institutions had 
the largest full-time equivalent staffing and private two-year insti- 
tutions had the lowest* Only 21.4 percent of the administrative and 2A.1 
percent of the clerical staff had loan collection ^s theTr full-time 
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rcaponslbliity p however . About four^ out of ten of all admintat rativc 
and clerical staff involved in loan collection devoted no more than 
one-quarter tiac to the process. Tables 3\15 and 3.16 show the assignment 
of clerical and administrative staff to NDSL billing, and collection. 



TABLE 3.15 CLERICAL STAFF COMPLEMENTS INVOLVED IN NDSL BILLING AND 
COLLECTION 

Clerical Staff Working on 
NDSL Billing and Collection Who Were 

Less 
Than Full 



Institutional Type 


Full 
Time 


But Over 
Half Time 


Half Time 


Full -Tine 
Quarter Time Equivalent 


All Institutions 


24. IZ 


18. 5Z 


18. 3Z 


39. o: 


. 1.77 


Universities 












Public 


35.2 


20.4 


18.4 


25.0 


1.10 


Private 


25.6 


18.9 


15.0 ' 


40.5 


1.70 


Four-Year 
Institutions 












Public 


30.1 


19.3 


21.7 


28.9 


1.89 


Private 


20.2 


19.9 


19.3 




/ 2.75 


Two-Year 
Institutions 








40.5 ^ 


[ 


|- Public 


18.5 


14.7 


■ 16.4 


50.4 


2.95 


Private 


18.2 


15.5 


18.2 


48.1 


1.05 
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TABLE 3.16 ADMINISTRATIVE STAFF COMPLBIMENTS INVOLVKD IN NDSL BILLlNC. AND 
COLLKCTION 



Adalnlstrat ivi? St.ilf Working on 
NDSL Billing and Collection Wlio W.-ro 



Less 

Than Full ' 



Institutional Type 


r u 1 1 
Time 


Till ^ » 

ttu L uve r 
Hnlf Tifte 


Half Tine 


Quarter Time 


r u .L i i 1. rsc 
Equivalent 


All Institutions 


21. 4Z 


17. 5Z 


17. 2Z 


A3. 8:: 


2.36 


Universities 












rUD lie 


. ^ o • ^ 




1 ft Q 






r r IVa te 




1 7 0 






2.16 


Institutions 












Public 


26.6' 


13.9 


16. 5> 


43.0 


2.36 


^Private ^ 


19.5 ^ 


V 

19.0 


13.0 


43.5 


.2-88 


Two -Year- 
Institutions 

• 












Public 


16.9 


14.3 


17.2 


51.6 


3.68 


Private 


18.2 


15.5 


16.6 


"49.7 . 


1.30 



As tables 3.17 and 3-18 show, nearly half the institutions (46.6 
percent) thought the level of clerical staffing for NDSL billing and 
col lect ion -was at least adequate, and mDre than half (ST.. 3 percent) 
.thought the level cyf adminis trat ive staffing for these functions was at 
least adequate* This con^ares with 36.2 percent of the respondents (see 
Table 3.13) who believed clerical staffing in the financial aid office for 
dealing with NDSL selection was at least adequate and 44.8 percent (see' 
Table 3,12) who thought the financial aid administrative staff levels 
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rttttourccii had to be dliicrlbuced thry wcr« moro likely to to collrcclon 
Chan CO scleccion* 



TABLE 3.17 PERCEPTIONS OF ADEQUACY OF ADMINISTRATIVE (PROFESSIONAL) 
STAFF SIZ^ FOR BILLING AND COLLECTION 



Perception 
of Adequacy 


All 

Institutions 


• Universities 
Public Private 


Four 
Pub lie 


-Year 
Pr iva tc 


Two- 
Pub lie 


-Yc.ir 
P r 1 V a C I? 


More than 
adequate 


4.2Z- 


2.9Z 


1.5Z 


3.7Z 


3.1Z 


4.2Z 


13. 8Z 


Adequate 


A7.1 


39.5 


56.3 


38.0 


51.2 


42. 7 


49. 1 


Barely 
adequate 


24.0 ^ 


26.9 , 


23.8 


^ 31.5 


26.7 


19.4 


UK 

15.; 


Less than " 

adequate 

.ft 


14.0 


21. 


10.2 


21.3 


10.8 ' 


18.8 


3.8 


No response 


10.6 


9.7. 


•8.3 


5.6 


8.2 


14.9 


18.2 




TABLE 


3.18 PERCEPTIONS OF ADEQUACY 
BILLING AND COLLECTION 


OF CLERICAL STAFF 


SIZE FOR 


Perception 
of Adequacy 


All 

Institutions 


Unive/sit ies 
Public Private 


Four- 
Public 


-Year 
Private 


.Two- 
Public 


■Year 
Privtc 


More than 
adequate 


4.01 


2.1Z 


2.9Z 


2.8Z 


3.i: 


3.9Z 


12.6; 


Adequate 


42.6 


29.8 


51.0 


26.9 


47.0 


43.7 


-5.9 


Barely 
adeqjLiate 


26.1 


37.0 


26. 7 


35.2 


25.6 


20- 




Less than 
adequate 


17.6 


24.4 


13.6 


30.6 


16.0 


19. 




No response 


9.8 


6.7 


5.8 


4.6 


S.4 


12.0 





- Tg^*tntng _ „. 

The mont commonly r«port»d training for th« r^?*pontlrnc o wd« <4ttrnd- 
ance «t fln^ncl^l Aid %#orkiihopii •pgnaorcd by thr Aarrican Collr^:r Tr»tln^ 
Program (ACT), the Col logc *Scho 1 arnh Ip Service (CSS), thf Otflcr of 
EduCAtlon (OK), or sotttct ocher organlxa c ton* Acroea ln«t 1 tut lonai typcu, 
more Chan nine out of tpn ot the reiipondentii had attended nuch works^hopa. 
The oext mont commonly reported training w^m attendanc<^ at an Oliicc of 
Education tripartite application workshop. Graduate or undergraduate 
course work in busincas administration was reported by «1 ightly ^norc than 
half, graduate courses in counseling by slightly less than half, and 
graduate courses in student financial aid administration by the sm;tllcst 
number. Tabic 3.19 shows the percentages of respondents reporting having 
participated in the different types of training. 



TABLE 3-19 PERCENT OF RESPONDENTS WITH PARTICULAR TitLS OF TRAINING 



Type of Training 


Un Iverslt tes 
Public Private 


Four- 
Public 


-Year 
Private 


Two- 
Public 


-Year 
Private 


Graduate, courses 
in student f inan- . 
cial aid admin- 
istration 


13.0 


' 8.6 


18.6 


13.5 


-21.0 


5. 7 


Att^endance at an 0£ 
tripartite applica- 
tion workshop 


91.9 


84.3 

r 


83.3 


84. 1 


85.8 


78.5 


Attendance at a 
financial aid 
workshop sponsored 
by ACT, CSS, OE, 
or other 
organizat ion 


97.8 


94.4 


93.1 


93.1 


. 95.4 


93. 7 


Graduate courses 
in counseling 


61.4 


44.4 


63.7 


36.1 


68.2 


32. 3 


Course work, under ♦ 
graduate or graduate 
in business adaln- 


62.8 


50.5 


55.9 


50.7 


43. 5 


48. 7 



KDSL RFXIPIENT SKLKCTION AND PACKAtINC PATTEKKS 

Th« priAAry and moBt ettiitfntlal conditlv>n of An appllcdnt cl igl* 
biltty for « NAtlooAl Diroct Student Loan 1* that her or mhc in In nc^cd of 
tll« rcquosCcd loAn to putiiuc a coutiic of Atudy during the period for 
which the AppllcAtlon Ia siAdc* 

FinAnclAl need lA the rrlAtlvc differcnrr between the expensci* 
AAAOClAted with college or poAt Aecondary AChool attendance and the 
Ability of the fAmlly to contribute toward thoAe cxpennea f rota its 
Incofoc and AAsets. 

N eed Analysis Symtea g Used * 

At the tine of the Atudy, OH-approved need anaiyjiis ayfiteni; Included 
those published And operated by the Ajnerican College* Testing; Progran: nnd 
the College Scholarship Service. Other acceptable systenis were the irfcotae 
tAX tacthod and the OE Altertvite Method. 

FinanclAl aid adalnistrators were asked which systcc of need analysis 
they used In 1972'?i^3 to dctertnlne students' needs for NDSLs. Overall, two 
out of three Institutions reported they used the CSS systen, two in ten 
used ACT, And. about one In ten reported using either the income tax z:oChod 
or the OE. Alternate Method (see Table 4.1), 



^Slnce the study was conduc ted , o the r need .analysis systess have been 
approved — notably the i^aduatc and Professional School Financial Aid 
Service and the Basic Grapt systeta. 
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TABLE 4.1 NEED 


ANALYSIS 


SYSTEMS 


USED 


TO-ASSESS' STUDENTS' 


NEEDS 


Institutional Type . 


. ACT^ 


CSS 


Ihcpme 


OE 

Alternate 
Method 


Own 
Method 


No Response 


All Institutions ' 


18.1% 


66.6% 


4.4Z 




3.1% 


4.8% 


. Universities 












• 


Public 


21.1 


65.9 


3^1 


3.6 




3.6 


Private 


3.5 


86.4 


2.0 


- 1.0 


5.6 


1.5 


-Four-Ye^r^Jnstitutions 














Public 


22.6 . 


63.7- 


6.9 


3.9 


1.0 


2.0 


Private 

y 

Two-Year Ins'titutions 


11.7 


79.4 


1.1 


V .6 


1.5 


• 5.5 


Public 
Private 


29.6 
24.1 


46.0. 
50. 6 . 


4 

8.9 
7.6 


5.9 

■ r \ V 
^4.4 


» 4.3 
3.8 


5.3 
9.5 



Sefection of NDSL Recipients 

Responsibility for deciding^ vhich students^ were to be awarded NDSI^s 
appears, .in the main, to have rested, wi'th a single individual at each- 
institution. When asked, "Does more than one member of the administra- 
tion or faculty approve each NDSL application before a loan commitment 
•is nade?" 56.4 percent of the aid officers respotided negatively (see Table 

4.2). ^ ' 

Because institutions of^ten receive insufficient NDSL allocations 
to meet, the' needs of all eligible students, items were included in 
the questionnaire for financial aid ^administrators to determ^ine which 
subgroups of students received p-riority in the award of NDSLs. Aid 



> 



4» 
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TABLE A. 2 DOES MORE TIIAII ONE MEMBER OF 
EACH NDSL APPLICATION BEFORE 


THE ADMINISTRATION OR FACULTY 
A LOAN COMMITMENT IS MADE? 


APPROVE 


; 

Yes, fop.-^ ' 
Institutic^al Type Almost ^A;^*Cises 


Yes, for 
Complicated' Cases 


No No 


Response 


• All Institutions : 'tS'^'^ 


20. 8% 


56 . A% 


0.2% 


Uniyersities 








Public' . -22.0 


31. A 


A5.7 


1.0 


Private * 25.3 


' IQ 7 


S S 1 

D J m 1. 


— 


Four-Year Institutions 


'■ .' 






Public . U.7 


27.5 


58.8 


— 


Private 25.2 


17.9 


56.6 


0.2 


Two— Year Tn«;t i. tut ions 


* 






Public ^ . 15.7 


16-.A 


67.6 


0.3 


Private 32.3 


.20.3* 


A7i5 





administrators were as^jed. to rank order the top four student subgroups, 
from a list, of eleven, in' order of award preference (1 = first prefer-^ 
encej 2 = second preference, '3 =^ third preference, and 4 = fourth 
preference). Blanks, indicating no preference, were scored as '*5." Mean 
institutional preferences were then computed by institutional type. The 
results of this analysis are presented iji Table 4.3. , 

Of the eleven student subgroups presented to aid administrators, 
only three emerged as preference groups. It appears, on tRe average, 
that the neediest students received first preference in award of KDSLs, 
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TABLE 4.3 MEM INSTITUTIONAL PREFERENCE RAJIKIKGS OF STUDEHt SUBGROUPS TO RECEIVE' NDSIS, BY TYPE OF 
INSTITUTION • .. 



All ■ Universities Four-Year Institutions Two-Year Institutions 
Student Subgrou|) Institutions ' Public Private Public Private. Public • Private 



Entering freslujen 


3.9 


4.0 


3.7 


3.9 


3.8. 


4.1 


3.7 .' 


Renewal upperclass 


2.6 


2.6 


2.4 




2.4 


2.8 


3.4 ' 


First-tine upperclass 


4.5 ■ 


4.5 


4.4 . ' 


. 4.5, 


4.5 


4.6 


4.5 


Better than average 
students (acadenically) 


4.6 


4.6 . 


1 

4.7 


■ 4.7 


4.'6 ' 


* 

4.5 


4.4 


Prospective teachers 


4.6 . 


4.J 


4.6 ' 


■ ■ 4.8 • 


4.5 ' 


4.6 


4.7 


Men 


4.9 


4.9 


4.9 


. , U 


■ 4.9 


' 4.9 . 


■ 4.9 


'Wcimen . 


4.9 . 


4.9 


, 4.9 . 


4.9 


4.8. 


,,4.9 


4.8 




2.0 


1 Q 


■ L^L . 






2.2-. 


; 1.8 


Minority students 


* 


4.4 




4.4- 


4.1 

< 




^ 4.0'., 


. Needy students * 
.who did 'not 
qualify for 
;bther aid 


■.3.4, 


3.5' 


U 


3.4 


3.5 . 


* \ ' 

3.1 


3.2 


:State or local ■ 
residents 


4.8 


4.8 


4.9 


4.9 


4.8 


4.7 


4.9 
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followed by ^^iieva^SyJIIJRrents , and then by needy students* who did not 
qualify f^jr c>ther fc^rm^^^ ^id. ' - 

gaug^ Minority participation in the NDSL Program in 1972-73^ aid 
admiiiistrat:<^^^ Wre as^^d if more than half of theix minority financial 
aid 

^^cipi^^^^ ^^Ceived NDSLs as part of their packages* Oveifall^ as seen 
in Table A*^.* ^bout officers reported this wks the case- 

private in^^^^^^tons appeared to be more likely than public insC#.tucions 
to .assign NDSLs ^ mino;rity group students, a finding that may be 
attributable t:>ie higber costs » and neecy^at private institutions. A 
noteworthy ^^^^Ptlon to' these generaliza^txons is the findings that over 
^0 percent of- th^^ public two-year colleges did not have more than half of 
their. nUnprit^y. recipi®"^^ populations ^SLs. This could conceivably 

reflect lowef '^osts and/or differences in. packaging philosophies- 



■TABLE' 4.4 PO MOi^e THAN HALF OF THE MINORITY FINANCIAL AID RECIPIENTS 
AT THE INSTITUTION RECEIVE NDSLS AS PART OF THEIR PACKAGES? 

Tnstitutio'^^1 Type ' "^fies No No Response 

6l-a% 34.5% 3.7% 

62.8 33.6 3.6 

70.2 24.2 - 5.6 



^60.8 32^4 6.9 

76.8 20.6 2. 7 

34.6 . '61.4 4.0 

32.3 20.3 47.5 
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Case Studies ±rt Packaglng^ - ^ 

To enable an investigation of the' procedures used in 1972-73 by 
financial aid administrators in packaging aid for students, three case 
studies were included in the questionnaire. Aid officers were asked to 
review the cases and decide whether ^their institutions wou^d offer some ^ 
type of aid to each applicant and, for those who would normally be offered 
aid, the amount of NDSL, grant, and/or employment aid. The administrators 
were instructed to use the procedures and criteria they would normally, 
apply to admissible prefreshmen aid candidates. 

Pertinent, academic and financial facts w^re provided for each 
of the three cases. The first case was intended to represent the 
^"average" student, who, socioeconomically and academically, would not be 
considered especially aj&vantaged nor disadvantaged. Compared with the 
other entering students, his or -her ability and achievement we-re described 
as average- The parents' combined net income was given as $9,7Vb"and 
there were three dependent children. The parents'' contribution^ was 
estimated at $700, the student's contribution at $400, and the total 

K 

family contribution at $1,100. In the descriptions that follow, t.his 
student will.be described as average . 

The second case was intended to represent a student who. was 
"disadvantaged'* both academically and socioeconomically* Compared 
with otheff enter ing reshmen , ability and achievement- would place him 
or her in the bottom 25 percent. The parents^ combined net income was 
given as $4,500 and there were three dependent children. The parents' 
contribution was estlma-ted at zero, the student's contribution at $400, 
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and the total family contribution at $400. In the following descriptions, 

this student will be described as disadvantaged * 

The final case presented a student who both academically and socio- 

economically was considered "advantaged." Ability and achievement 

>- 

' ■- ■ . 

would place Win or her in the top 5 percent of the entering class as 
compared with other students, and the parents'' combined income^^w^s 
estimated at $12,000. There were three dependent children. The parents 
contribution ^^4s estimated at $1,120, the student s contribuCion at 



n "wd 
ie_^< 



$400, and the ttotal family contribution at $1,520. This student will be 
described as advantaged in the following discussions. 

Table 4.5 shows the need analyses that were ' reported by the insti- 

y 

tutions for these three student cases. In all cases, the institutions 
were instructed to use the budgets and procedures they applied to the 

1972-73 academic year. 

* //"^^ ' ' ' ' 

The budgets reported were somewhat higher th^n* might have been 

expecte-d when compared with those rej^rted' by the College Scholarship 

Service for the 1972-73 academic year. (Allen, J. B > , and Suchar, E. W.,, 

Student E xpenses at P os t s econdary Institutions [New York: College 

^ ■ ■ ■ ■ \ 

Entrance Examinations Board] 1973, p. ix) . The weighted averagS^budge t 
for all public un ive r s i t jLes and four-year ins titut ions # incl^uded in this 
study was "$2,146, a s compared\pti£l> the $1,984 reported by the. CSS as the 
average resident budget. at these types of institutions* The weighted 
average budget for the private universities and four— year institutions 
in this study was $3,434, as conpa rec^^i th $3, 279 reported by CSS for^ 
resident students at these institutions. The private two-year insti- 
tutions in this study reported an average budget of $2, 792 as compared 
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TABLE 4.5 AVERAGE NEED ANALYSIS, THREE SAMPLE CASES (1972-73 ACADEMIC YEAR BUDGET AND PROCEDURES) 



All Universities Four-Year Two-Year 

Institutions- Public Private Public Private Public Private 



Average . j 


s 






. \ 






t 


Budget . • ' 


$2,703 


$2,L91 


^'3,768 

1 


$2,047 


• $3,273 


$1,752 


$2,792 


Less Family 'Contribution 


1,100 


AM] 


J 1,100 




,1,100 


1,100 


1,100 


Financial Need 


$1,603 


;$1,091 


$2,668 


$ 947 


$2,173 


$ 652 


$1,692. 


Disadvantaged ' 














* 


Budget 


$2,687 


$2,194 ■ 


$3,733 


$2,034 


$3,274 


$1,740 


$2,767 


Less Fanily Contribution 


400 


400 


400 


400 


400 


400 


400 


Financial Need 
Advantaged 


$2,287 

» 


$1,794 


$3,333 

V 


$1,634 


$2,874 


$1,340 


$2,W 


Budget 


$2;724 


$2,200 


$3,779 


$2,044 


$3,270 


$1,818 


$2,811 


Less Family Contribution 


1,520 


1,520. 


1,520 


1,520 


1,5^ 


1,520' 


1,520 


Financial Need 

> 


r 

$1,204 ^ 


$ 680 


$2,259 


$ 524 ■ 


$1,750 ' 


$ 298 


$1,291 


t 

o 

ERIC 


• 

V 

f 


If 

4: 




1 






f 



with a CSS resident studenU*budget of $2,539 for the %tf6e institutional 
type. The public two-year institutions ia th^s study reported $1,752 as 
compared with $1,637 reported by the CSS for commuters at public two-year 



Institutions. 


/ 


TABLE 4. 6 BUDGEr COMPARISONS , 


1972-73 ACADEMIC YEAR 


Public Universities and 
Four-Year Institutions 




NDSL study weighted average 


$2,146 


CSS resident average 


1,984 


' ^ CSS commuter average 


, 1,758 


Private Universities and 
% Four-Year Institutions 


' \ 


NDSL study weighted average 




CSS resident average . - • 


3,279. 


* i 
CSS commuter avera^ 


2,743 


Public Two— Year 

Institutions * s 


> • 


NDSL study average 


$1,752 


CSS commuter averfge ^ 


*1.637 


Private Two-Year 
. Institutions = 




NDSL study av^age 


$2,792 


CSS resident average 
CSS commuter average 


2.539 ■ 

V 

2,088 
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As might be expected, almost every responding Institution Indicated 

V 

It would offer assistance to the "disadvantaged student, but most also 

^ • - * ^^^^^^^ 

Indicated they would offer assistance to the "average" and "advaataged>" 
The smallest percentage ^Indicating aid offers to tKe advantaged student 

• \ • 

was at the two-year public institutions, where only sligtitly more than 

half would have offered any assistance; the next smallest peircentage was 

at the private two-year Institutions. ^ The two-year public and private 

Institutions also had the smallest percentages offering aid to the average 

student, 87»3 percent and 91,8 percent, respectively • There was little 

difference, in the percetltages of institutions -reporting that they would 

4 

offer some assistiance to the disadvantaged student. Table 4»7 shows the 
percentages of institutions that would have offered aid to the three 
hypothetical' students* 
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TABLE -4 • 7 INSTITUTIONS 


OFFERING ^ANY AID, 1972-73 ACADEMIC YEAR 




Percent 


Offering Aid to: 




Institutional Type 


Average 


Disadvantaged 


Advantageii 




Case 


Case 


Case 


j^^^ Institutions 


94.1 


97.4 


81.7 


Universities 








Public 


96.8 


98.7 


85.2 


Private 


96-. 4 


95.5 


96.5 ' 


Four-Year Institutions 








.Public 


96.0 


99.0 


85.3 


Private 


96.9 




96. ,5 


Two-Year Institutions 








Public 


87.3 


9«S.5 


52.5 


Private 


91.8 


96.2 


74.1 
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Tables 4'^8-4.10 show the types of aid that would have been offered to 
the three different -types of students. The disadvantaged student would 
have had the highest probability of receiving grant assistance, with 97*3 
percent of all institutions reporting they would offer grants, and the 
lowest probability of receiving NDSL assistance (only%3.6 percent x>f 
all institutions indicated they would offer this student an NDSL). This 
•jTrobably • reflects institutional intention to avoid offering loans to 
entering freshmen with marginal academic credentials, in order to minimize 
the risks of entering disadvantaged students. 

The average student had the lowest probability of -receiving grant** 
assistance, with only 57.8 percent of all institutions indicating a grant' 
offer; 88.5 percent of the institutions reported an offer of NDSL assjLs- 
tance. Slightly more than three-quarters of the institutions reported 
they would offer the average student a job- 

The advantaged student would have been offered an NDSL by 62.2 
percent of all institutions, a -grant by 68-1 percent, and work by. 51. 9 
percent. The smallest percentages of institutions offering the different 
types of aid to the advantaged student were at the two-year frvfrti tat ions, 
where, it should be remembered, financial need was lowest. 

Only a few Institutions would have offered loans from sources other 
than the NDSL f und* to ^anyvof these students. In most cases there was only 
a slight difference between the percent of institutions that would have 
offered NBSL and the percent that would have offered any type of loan, 
indicating that the NDSL Program was the source to which most turned for 
the loan portion of the financial aid package. (This would not include 
the guaranteed toans available through sources outside the institutions, 
which were not Included as a part of the ^packaging responses.) 



TABLE 4.8' PERCENT OF INSTITUTIONS OFFERING DIFFERENT TYPES OF ASSISTANCE: ADVANTAGED STUDENT 
(1972-73 ACADEMIC YEAR) • - • 



.All Universities Four-Year ^ Two-Year 

Institutions . Public Private. Public Private 'Public Private 



Percent That Would 
Dffer Any Aid 



81.7 



[)f Those That Would 
[)ffer Aid, Percent 
3ffering 



' 85.2 



96.5 



85.3 *"96.5 



52-. 5 



74.1. 



NDSL 

Any kind of loan 
Grant 
Work 




62.2 


59.5 


67.5 • 


50.6 


71.1 


37,1 


70.1 


65.6 


■^1.6 


74.3 


50.6 


73.6 


41.1 


74.4 


68.1 


61.6 


83.8 


47.1 


80.7 


41.1 


60.7 


51.9; . 


28.4 


^3.4 ■ 


40.2 


62.6 


34.1 


• 65.8 



'ABLE 4.9 PERCE^^^ OF INSTITUTIONS OFFERING' DIfFERENT n'PES OF ASSISTA^ICE: AVERAGE STUDENT 
(1972-73 ACADEJIIC YEAR) 



All 

Institutions 



Universities 
Public Private 



Four-Year 
Public Private 



Tvo-Year 
Public Private 



'ercent That Would 
Iffer Any Aid 

If : 

If Tho^e That V,ould 
Iffer Aid, Percent 
If fering 

NDSL' 

Any kind of loan 

r 

Grant 
Work^ 
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94.1 



.83.5' 
84.7 
57.8 
75:7 



96.8 


96,4 


96.0 


96.9 


87.3 


91.8 


\ 










r 


88.4 


93.7 


71.'6. 


9i.3 


61.8 


84.8 


88.4 


94.8 


78.6 


93.2- 


61.8 


89.0 


44.9 


'74.9 


38.8 


77.6 


29i7' 


62.1 


56.5 


84.3 


. -67.3 


88.4 ' 


. 67.1 


77,7 



TABLE '4.10 PERCENT OF nSTITl'TIONS OFFERING DIFFERENT nPES OF ASSrSTANXE: DISADVANTAGE 
STUDENT (1972-73 ACADEMIC YEAR) ' 



•'All • Universities Four-Year ' -Two-Year 

Institutions Public Private Public Private Public Private 



Percent That Would 
Offer Any Aid 


f 1 

97.4-- 98.7 




.95,5 


99.0 


97,1 


98.5 


96.2 


Of Those That Would 
^ Offer Aid, Percent 
. Offering / 
















NDSL 


73.3 • 72.3 




88.9 


72.3 


87.5 


39.8 


84.9 


Any kind of loan 


73.6 74.1 




89.9 . 


72.3 


87.5 


39.8 ^ 


85.5 * 


Grant 


97.3 ■ 97.7 




98.4 


99.0 


99.1 ■ 


96.9 


89.5 


Work 


73.2 51.8 




73.5 


58.4 


81.3 


79.9 


, 76.3 


* * • 


TABLE 4.11 A\TRAGE.LOAN OFFERS TO THREE THEORETICAL CASES: 


1972-73 ACADEMIC YEAR 




All - 
Institutions 


Universities " 
Public Private 


' Four-Year 
Public Private 


Two-Year 
Public . Private 


Average NDSL Offer 








; 








Average student 


$677 


$593 


$869 


. $487 


,$781 


$399 


$707 


Disadvantaged student 655 


555 


■ 766 


504 


. ■737- 


376 




Advantaged student 


606 


471 


736 


426 


641 • 


416 


698 


Total Loan Offer 
















, Average student 


689 


608 


. ,892 


487 


• 793 


402 


709 . 


Disadvantaged. student 664 


560 


.773 


511 _ 


746 


383 


764 


Advantaged student 


617 


495 


751 


457 


653 


395 


691 
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In addition to a lower frequency of inclusion of NDSLs in the package 
of the disadvantaged student, for those who would have been offered 
loans the mean anount was generally smaller than what would have been 
given to the average student- At all institutions, the mean SDSL offer to 
the disadvantaged student would have been $655 as conpared with $677 for 
the average student- The advantaged student would have received an even 
smaller amount, $606 on the average. Only at the four-year public and 
two-year p^rivate institutions would the oean NDSL offers to the dis- 
advantaged been larger than those to the average student. 

The ^average offer of any Icind of loan to the three types of students 
would have been only slightly larger than the NDSL offer, indicating- 
that the institutions were not adding significant amounts of borrowing 
from sources other than the NDSL Program to any of their p^^ckages* 

Table 4.11 shows the mean amount of NDSL and total loans that would 
have been. offered by the different institutional types to the three kinds 
of students. ^ 

There we re cons ider ably larger variations in the mean amouncs of 
gr*ant assistance that would have been offered to all three kinds, of 
students by the different types of^ institutions than was evident in the 
loan offers. The private institutions, with their substantially higher 
mean costs, apparently made up for that difference through inclusion of 
significantly higher grant offers* Where ttie public university would have 
offered the average student a $427 grant, ^the private university would 
have offered the same student $1,140; the public four-year, institutions 
would have offered $352 in grant and the private four-year $873; and the 
public two-year would have offered $261 compared with $548 at the private 
two-year institut ions* 



The disadvantaged student would have received e'>)en larger grant 
amounts than the average student » with the difference between public and 
private institutions remaining substantial. At the public universities » 
the disadvantaged student would have received more than twice the amount 
of grant assistance as the average student — $1,045 compared with $2,054; 
at the private universities, $2,054 compared with $1,140." • 

While the Incidence of offers of grant assistance to the advan- 
taged student was lower than for the average student, the amounts that 
would have been offered were not signlf-i<:antly different. At all insti- 
tutions, the advantaged atudent offered a grant would have been offered 
slightly more than the average student, $760 compared with $740. 

Table 4*12 compares the mean amoun ts* of ^ grant assistance institutions 
reported they would offer the three kinds of students. 

The average amount that would have beert offered«.in term— time 
employment was generally consistent for each type of student at each 
type of Institutions It appears that i'f ^i^^oymept assistance wej^e 
offered as a part of the"* package^ i^t-would ha^e ^^^S^ in an amount^elTated 
more, to the student-'s* probable ability to earn than to his- or hfft^ total 
financial need. -The mean employment offer for the average ' student at all 
institutions that includ-ed employment in the packa^ »^s $544, for the 
disadvantaged student $564, and the for advantaged $499. The cfis^vajl- 
taged student was expected to^'earn the larg^t amount through employment^* 
and it is -not likaly that this amoun-t would be a function of higher pay; 
rather, it ap.peaxs tfia t the disadvantaged wauld more likely hav e^ een 
expected to work longer hours ' tp' make up the difference. 

Table 4 . 1.3- present s^ the mean amounts of work that would 
offered as part^ of .the hypothetical financial aid packages. 




1 



* TABLE 4,12 AVERAGE Gmt OFFERS 



All Universl,ties Four-Year'. Two-Year 

Institutions Public Private Public Private Public Private 



Average Student J| 


■ $ 740 


§ $ 427 


$1,140 


$ 352 


$ 873 , 


$ 261 


$ 548 


Disadvantaged 
















Student 


1,291 


1,045 


2,054 


897 


1,647 


m 

■ 714 


1,093 


•Advantaged 
















Student 


760 


42^ 


M^?9' 


315 


901 


229 


427 • 



TABLE 4.13 AVERAGE EMPLOYHEIIT OFFERS 



All 

Institutions 



Universities 
Publir. Private 



; Four-Year Two- 
Public Private , ,Public 



, 

Average Student 


$ 544 ' . 


$ 577 


635 


$ 525- 


$ 519^ ' 


' $ 515 


$ 528 


Bisadvant^ged 


t — 








* 






Stti^ent . 


564 


610 


654 


495' 


515 


56V 


589 


Advantaged 
















Student ' ' ' 

• 


499 . 


531 


569 


*443 


469 


459 


526 


' h'^l 




— m— 








ff 
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The total assistance that would have been offered to the students 
in the three sample cases varied according to their need» with the dis- 
>advantaged student being offered an average of $2,158 at all institutions » 
the average student $1,423, and the advantaged* student $1,182* The 
highest mean offer, $3,197, would have been to the , disadvantaged student 
attending a private university. The lowest mean offer, $413, would have 
gone to the advantaged student at a public two-year institution. 

In general, the institutions did not report offers that woyld have 
met the total need of any of the students, although the advantaged .student 
came the closest. Across aX^ institutions, the aid as percent of need was 
98.2 percent for the advantaged, 94.3 percent for the disadvantaged, and 
88.8 percent for the/average student. Whilel' this gap as measured by 



!^percencage points may seem 



r the/ average s tud en t . Wh ilel' 



:age points may seem Vmall, - the actual dollar amounts were con- 

. ' " ■ ■ ■ . 

siderable. The largest absolute" dollar gaa was for the average student^ 
attendin.S the private university, where aid offered was $.434 less than 
financial need. For the disadvantaged student with no family resources 
available for extra suppor^> the gap between need. and offer ranged 
from $286 at the priv^ate two--year institutions to $42 at the -public 
universities* 

In .some instances, the aid that would have been offered exceeded the 

s ■ 

need reported. •This is probably due to the practice of including work- 
study employment in the offer at a gross amount before deductions. The 
aid. of fers -anticipated that the required state and federal deductions from 
^.ncome would reduce the effective income to the student to a level 
within the ;measured financial ne%d. 



Table 4*J-ir" 3howh....£*re total aid that would have been offered, aid as a 
percent of financial need» and remaining need gap for the three types of 
students at the different institutions* 

The following charts show the percentages of loans, grants, and 

work that would have made up the total packages of the three types of 

students at the institutions in the sample. Because -the NDSL amount 

represented "nearly all assistance offered, it is not shown separately. 

The disadvantaged student would have received the largest percentage of 

\ 

grant assistance, the average student the least. The^package for the 
average student was nearly balanced, with one-third coming from each 
source; the package for the>H^lsadvantaged student was^eavily weighted 



with grant i4jj^and that f6r the ad 
portion of grant aid. 




aged student included a significant 




Average Student Financial 
Aid Package at Sll . * ^ 

Institutions 




Loan 
34: 



Grant 



44/; 



•Work 225 



Advantaged Student 
Financial Aid Package at' 
AMI Institutions 



• TABLE 4.14- TOTAL AID OFFERED RELATED TO FINANCIAL NEED 






i ' . 


All 

Institutions 


Universities 
Public Private 


Four-Year 
Public Private 


Two-Year' 
Public Private 


Total Aid Offered 










^ 


Average student 


$1,423 


$1,056 $2,234 


$ 873 $1,876 


$ 671 


$1,378 


Disadvantaged student 


2,158 


1,752 3,197 


1,546 2,703 


1,296 


2,081 


Advantaged student 


1,182 


715 1,914 


557 , 1,502 . 


■ 413 


1,119 


Percent of Need Met 






' 1 






Average student 


88.82 


Q6.7I fil 77 




103.0Z 


81.42 


Disadvantaged)ptudent 


94.3 


97.7 95.9 


94.6 ^4.1 


■ 96.7 


87.9 


: Advantaged student , 


98.2 


105.: 84.7 


,106.3 , 85.8 


138.6 


86.7 


Dnmet Need 












Average ^tudent 

1 ' " 

• Disadvantaged student 


$ 180 
129 


$ 35 $ 434' 
42 136 


$ 74 $ 297 
88 171 


$ 53* 
44 


$ ,314 
266 


^ . Advantaged student, 
\ 1-, 


32' . 


35* ^ 345 


'33* 248. . 


• 

115* 


172 ' 



r 

^ 

-•J 
I 



♦signs' indicate. luean awards iri- excess of financial need. 
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Table 4.15 shows the composition of the total package at all types of 
Institutions. * 

Considerable differences existed among types of Institutions In the 
composition of the hypothetical financial aid packages that would have - 
been offered in 1972-73 to students from different social and economic 
backgrounds* 




TABLE 4.15 DIFFERENT TYPES OF FINANCIAL AID AS PERCENTAGES OF TOTAL OFFER 



All 



Universities ' Four«Year 



Two-Year 





;»tltutlons 


Public 


Private 


Public, 


Private 


Public 


Private 


.Average Student 
















NDSL 




/.fl 1 


Jt).4 


43.9 


38.0 


36.8 


43.5 


All loans 


41.0 


5iTo 


37.8 


49.3 


39 .4 . 


37.1 


45.7- 


Grants 


30.0 


18.1 


38.2 


15.6 


36.1 


11.5 


24.7 


Work 


29.0 


30.9 


23.9 


40.5 


24.5 

• 


51.4 


^9.6 


Disadvantaged Student 








1 








NDSL 


1 


u>i 




23.5 , 


. |3.9 


11.6 


30.7 


All loans 


'22.7 


23.7 


21.7 


23.9 


24.1 


11.6 


31.4 


Grants 1 


58.2 


58.3 


63.2 


57.4 


.60.4 


53.4 

« 


47.0 


Work 

• 


' 19.1 


'l8,0 


15.1 

• 


18.7 


15.5 


35.Q- 


ft 

21.6 


Advantaged Student 








< 




I 




' NDSL ^ 


31.9 


* 

39.2 


'26.0 


38.6 


30.'4 


37.3 


43.7 


All loans 


34.3 . 


42.7 


29.2 


41.5 


37.0 


■ 39.5 


, 45.9 


, Grants 


43.8 


36.2 


52.0 


26.6 


48.4 


22.8 


23.1 


Work ' . 


21.9 


21.1 


18.8 


31.9 


19.6 ■ 


37.7 


30.9 



CHAPTER 5 

INSTITUTIONAL PERCEPTIONS OF PROBLEMS 
IN THE AWARD OF NDSL FUNDS • 

One method of asdessing the impact and effectiveness of the admin- 
istration of the National Direct Student Loan Program is to review the 
problems perceived by those responsible for selecting the recipients* It 
is generally agreed that success in collection is partially dependent on 
the way in which the loan was originally granted. If the financial aid 
administrators responsible for selection of recipients are not able to 
complete that process in an orderly, efficient^ and businesslike manner, 
the ultimate ability of the institution to collect the loans may suffer. 

■ 

The quest ionnalre administered to the institutional representa- 
tives of the NDSL Program — generally the financial aid officer at 
each participating institution — asked that they indicate the degree 
of difficulty their institutions experienced with the following admin- 
istrative aspects of the program: 

a* assessing the need of studeniw dependent on their parents 

b. determining which students were financially independent 
of their parents 

c. determining students' eligibility for in)SLs 

\ * 

d. identimring transfer applicants who had had NDSLs at other 
institutions 

e. raising the institution's share of the NDSL fund ^ 

f. obtaining loyalty oaths from borrowers 
g- preparing NDSL operations reports 



^ h. executing proalsaory notes 

1* determining when the student unrest provision was applicable 

J. timely notification to recipients about their awards 

finding time to conduct necessary Interviews with aid 
appl Icaots 

1. finding time to review applicants' financial needs 

m. answering correspondence from aid applicants In a timely 
fashion j 

n« adequacy of the NDSL administrative cost allowance 
* ■ 

The rjespons^s were In three categories: considerable difficulty* 
some difficulty, and little or no difficulty. Analysis of the responses 
indicated' th.at t in general, cer ta in ^ prob lems were commonly believed to 
be of at least some difficulty to all the administrators. Variation in 
/perception was more a function of tjie kind of. problem than the type of 
institution, although some institutional differences did exist* 

Problems in Selecting NDSL Recipients 

The administrative aspect of the program considered to be the most 
difficult for all was the determination of which students were financially 
Independent of their parents • More than three-quarters of the respondents 
reported experiencing at lca5*t some difficulty in this area, and nearly 
two out of ten reported considerable difficulty. Administrators at the 
pub lie institutions of all types, which typically serve older stuo^nt 
populations, generally reported more difficulty in making this deter* 
mination than did their colleagues at^ the private institutions. Table ^..1 
shows the distribution of responses to this item. 



TABLE 5.1 DIFFICULTY IN DETERKTNINC FINANCIAL iS'D^fENDKNCE 
FROM PARENTS 



Level of Difficulty Reported 



• 

Inst Itutlonal Type- 


Considerable 


Sooc 


No ne 


Little 

■ or 
No Responae 


All Institutions 


19.81 


55. 3Z 


-24.53 


• 


Universities 










Pub lie 


19. / 


5 7.4 






Private 


18. 2 


48.0 


32.8 


1.0. 


Four-Year Inst itutions 










Public 


24. 5 


57.8 


17. 7 




Private 


20. A 


57. 7 


21.7 




Two-Year Institutions 










Public 


18,8 


58.6 


22.2 


.3 


Private 


19.6 


45. 6 


33.5 


1.3 



The next most difficult administrative problea was finding the 
tine to'conduct the necessary 'inte rviews with aid applicants. This 
is potentially a seri^olj^ prbblem for the NDSL Program, for if financial 
aid administrators cannot hold interviews with applicants, they say 
not be able to make the individual judgnents appropriate to the ser.sitive 
administration of the proferam and will be unable to impress upon 
applicants the responsibilities and obligations of loan repayriant. Thi^ 
interviewing difficulty may be reflected in 1972-73 delinquer.cy rates. 
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About iieven <r\Il of ten r<»npondent ii h^d con»ldcr4bIr or numc* dlt- 
flculty In fViidlnft tine to conduce the necessary lntrrvlcw«i* ARaln, the 
d 1 f f 1 cu 1 1 les^V^Te perceived to be K^^^^ter at the public InniUuttonn than 
nt the private Institutions (where» as shown In Ch*ipter 3, .-idnlnlst ratorti 
ver.e. more likely to/'percelve the levivl of prot en:* 1 ona 1 [ adnl t>l?;t rat ivcl 
staff ns adequate)* Table 5.2 shows the responses to thi»i itcn. 
r 

J 

TABLE 5.2 DitTICULTY IN FINDING TIMK TO CONDUCT NLCESSAKY 
INTEIKVIEWS WITU AID APPLICANTS 
\ . 

Level of Difficulty Reported 



Institutional Type 


Cons idcrab Ic 


Spmc 


None 


Little ■ 
or 

No Response 


All Institutions 


19.2: 


50. 7: 


29.4: 














Universities 










Public 


28.3 


A9.8 


21.5 


/ 


Private 


17.2 


53.5 


28. 3 


1.0 


Four— Year Institutions 










Public 


28.4 


53.9 


17. 7 




Private 


li.8 


50.0 


34. 7 




Two-Year Institutions 










Public 


20.7 


53.7 


24.7 


.9 


Private 


12.0 


42.4 


44.3 


1.3 



Problemti in Office Administration 

Morr than hAlf chr 1 n n t 1 1 ut 1 o^n reportr^d at leant uotnr dllflculty 
^n preparing chf NDSL operation* r^portn. ijjppnH ^11 InJit itui lonn. 11 
percent indlcACrd thry h4d con«ldi*rrtb Ic dLtflculty And 44.3 percent h.iU 
some difficulty. There W4.« no n Iftn If leant dlffcrvncr .iDnn^; i r^st i t ut i onn 
In the difficulty experienced in preparing opcr-itlons reports* 

TABLt! 5.3 DIFFICULTY IN PRKPARINC NDSL OPER^MIONS REFOFas ^ 

Level of Difficulty Reported 



Institutional Type 


Cons iderablc 


- 

Some 


Norif 


•Ltttle 

or 


All Institutions 


11 .0:: 


44*3 


Z 43. 2i 


1.6": 


Un ivers 1 1 ies 










Public 


12.1' 


45.7 


-♦1.7 


.5 


Private 


11. 1 


45.0 


41.9 


2.0 


Four-Year Inst itut ions 










Public 
Private 


12.8 
. 9.1 


37.3 
46.5 


49.0 
43.4 


1.9 
1.1 


Two-Yen r Institutions 










Public 


12. 7 


44.4 


41*.l 


1 .8 


Private 


10. 1 


3^.2 


. 46. 8 


3.S . . 


An other administrative 


difficulty 


that 


t roub led 


n:ar.y respond 



was finding time to answer correspondence fron aid applicants in 
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.tlmjply fashion; 43*7 percent indicated at least some difficulty, and 1^-2 
percent indicated considerable difficulty • In both the^public and the 
private secto-rs.,- universities .r€!^orte,d more difficulty than did fdur- 
year institutions,- and ^'four-year institutions reported more diffix»ity 
than did two-year inst itutions • This is perhaps a reiaection of the 
size of the -inst itut ions and the volumes of cor respcjnidence generated 
by larger applicant pools* 



TABLE 5.4 DIFFICULTY IN ANSWERING CORRESPONDENCE. FROM AID 
APPLICANT^^ IN A TIMELY FASHION 



• . ' ■ , ^ #■ ■ 


Level of 


f 

Difficulty Reported 


V 






Little 
- or 




Institutional Type 


Considerable 


Some 


None No 


Response 


All Institutions 


11.2%^ 


43.7% 


' 44.2% 


.9% 


e 1 ^ . 










Universities 
Public . 


18.4 


51.6 ■ 


■ r» 

30. p 




Private 


18.2 


44.4 


36.4 . 


i.a 


Four-Year Inist itutions 








Public 


12.8 


54.9' 


32.3 




♦ % 

* Private 


9.*1 


43.6 


46.7 


. 6 


Two-Y^ear Institutions 










Public 

to 




40". 7 • - 


48.8 




Private 


1.9 


3i:o 


65.2 


1-9 
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Finding time to review applicants' financial need was of some or 

' ■ ■ * -* 
consfiderable difficulty to 53.2 percent of . the respondents. Within each 

• ' . * • - - ^ ■ . " - . • ^ 

institutional ty,pe, the private institutions reported less difficulty 

than did the comparable public institutions. Two-year private insti- 
tutions had the least difficulty; four-year public institutions had the 
gr^Kfelst. These differences could also be a function of the perception of 
the adequacy of the prof ess io^nal staff size, which was higher "at the^ 
private institutions. This problem should be of concern to program 
administrators, for failure to conduct adequate need analysis may result 
in the over-award of funds to students. 



TABLE 5.5 DIFFICULTY IN FINDING TIME TO REVIEW APPLICANTS' 
FINANCIAL NEED 





Level 


of Difficulty Reported 


Institutional Type 


Considerable 


Some 


Little 
or 
None 


> 

No Response 


All Institutions 

' ^dfcitversities . . • 

* . ■" » 
Public 

« .■ , 


9.5% 


43.7% 
>5.7 


45. 9% 
'37.2 


-9% ■ 


Private 


7.1 


47.0 


45.0 




Four-Year Ins t i tut ions 
Public ' • 


10.8 


60.8 


28.4, 


- c- 


Private 


6.6 


40.7 


-52.0 




Two-Year Institutions 










Public - 


12.7 


41.1 


■44.8 


1.5 


Private * - 


3.2 


39.9 


55.1 


.1.9 



t 
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Slightly more than half the respondents indicated they had at least 

• • • • • 

some' difficulty in providing timely notification to the recipients of 

awards. Some 14.8 percent reported considerable difficulty and 36^1 
percent, some difficulty.^ A^ain, the private institutions typically 
perceived less difficulty than did the public institutions. 

In 'interpreting these responses, it must be kept in mind that in 
some years the federal notification of NDSL fund allocations have arrived 
at the institutions later than was desirable.* The difficulty reported 
by the institutions might have been a function of the timing of the noti- 
fication they received rather than of their inability to make their awards 
and forward notification to recipients on a desirable time schedule. 
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. TABLE 5.6 DIFFICULTY 


IN PROVIDING 


TIMELY NOTIFICATION TO 




■ . ' RECIPIENTS 


ABOUT AWARDS 








''4 




Level 


of Difficulty Reported 


vv 








Little 






Tnstitiitional Ty^e, Considerable 


Some 


or 
None 


No Response 




All Institutions 


14.8>&^ 


36.1% 


A8.2% 


'—I 

.9% ^ 




Universities 












Public .; - 


22.9 > 

• 


AA.8 


32.3 •., 






Private 


15.2 


36.9 


A6.5 


1.5 




Four-Year Institutions 












• Public ' . 


14.7 ^ 


A8.0 


3 6'. '3 


1.0.. 




Private 


17.3 


29.9. • 


52. "2 


.7 




■ Two-Year ^.Institutions 












Public \ . 


8.6 


39.2 


51.2' ■ 


.9 




Private ^ 


^ 8.9 


26.6 


62. 7 '■ 


1.9 



7. 



A6 seen in Table 5«7, the problem of ideutifylng- transfer applicants 
wha'had had NDSLs at other institutions was of some. or considerable 
di.fficalty to just under h^lf the , respondents (48.1 percent). Four-year 
public institutions had the greatiest difficulty with this problem; 55.9 
percent reported some or considerable di^^iculty. As would be expecte<i, 
two-year institutions had .the least difficulty; very few of their students 



^ould haye attended other institutions previously i 



TABLE 5.7 DIFFICULTY IN IDENTIFYING TRANSFER- APPLICANTS WHO 



tUAD NDSLS AT OTHER INS^TUTIONS 







Lev.el 


of Difficulty 


Reported 


• 

Inistitutional Type !" 




Considerable 


Some 


Little 
or 
None 


- 

No Response 


•'All Institutions 






40.5% 


51.5% 


.8% 


Universities 












Public * 




4.9 


43.1 


•52.0 




-Private 




.. 9.1 


44.4 


46.5 . 




Four-Year Institutions 












Public 




10.8 


45.1 


. 44.1 




> . • 
, Private / 


* 


6.2 


45.1 


.48.0 


.7 


Two-Year Institutions 












Public 




8.3 


37.0 


53.7 


.9 


Private 




9.5 


22.8 


63.9 


. 3.8 


; ♦'^ 








, ■ f 
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"Other Administrative Problens- ... 

Table 5.& shows that few institutions reported significant dif- 
'f iculties with the other, adiniitist ratdve aspects of the NDSL Program 
covered by the questionnaire: 

* — ^only slightly more than a quarter ^ (27».3 percent ) reported any 
difficulty 'in raising the institution's share of the NDSL 
fund* Two-year public and private and four-year public insti- 
tutions reported the greatest difficulty. 

— fewer than one Out of five (19.5 per'cent) of the institutions' 
reported ariy difficulty in determining the financial need of 
students ^depend-ent on their- parents. Two-year private insti- 
tutions reported the greyest difficulty^ 

— only 11.4. percent ij^eported any difficulty in obtaining re- 
quired loyalty oaths from borrowers^ Private universities had 
slightly more difficulty than other types of institutions. 

— 14.6 percent indicated some or considerable difficulty in 

— " execut ing^the promissory notes. While there was little dif- 

ference among types of institutions, the private universities^ 
reported the highest level of difficulty • 

— few institutions had difficulty in determining NDSL eligibility; 
only 13.7 percent reported problems in- this area* Private 

two-year institutions reported the greatest level of difficulty., 

■ I . ' ' ' ■ ■ ■ . . ^ 
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TABLE 5.8 pIFF]tf;ULTY WITH OTHER ADMINISTRATIVE ASPEC'TS OF THE NDSL PROGRAM 



.Raising- Inst rtat ion's Share 

of "NDSL- 'Fund 

All Institutions 

Universitites ^ . 
' Public " . ' 
- Private ■' ■ 



. * 



Level of Dffficulty Reported 



Considerable Some Little* or'iJone . No .Response 



7.5Z^ 19. 8Z 



5.8 
5.1 



17.5 
14.1 



72.0:^ -. 



76.7 - 
7?.8 



• 8v!k 



1.0 



Four-Year Institutions 
Public, • 
Private 

Two-Year Institutions* 
Public . \. ^ ■ 

' Private 



'7.8 
9.3 



-6.8- 
8.9 



27.5 
17.7 



23.5 
23-4 



-€3.7 

72^ L 

. 69.4 
65.8 



1.0 
.9 



.3 

1.9 



Assessing Need of Students 
Dependent on Their Parents 



All Institutions 



2.5% 



17.0% 



80.1% 



.4% 



Un iversities 
Public 
Private . 



2.2 
2.0 



13.0 
17.7 



84.8 
79.8 



Four-YeS'r Institutions 
Public 
Private 

Two-Year Institutions 
Public 
Private 



4.9 
1.8 



2.5 
3.8 



15.7 
16.6 

</ 
15. 4 
27-2 



79.4 
81.2 



81.8 
67. 7 



.4 



.3 

1.3 



Obtaining Loyalty Oaths 
from Borrowers • \ 

All Institutions 



.9% 



10^5% 



81.2% 



7.4% 



Universities 
Public 
Private 



.5 

Z.O 



10.8 
13.6 



80.3 
7 6.. 3 



8.5 
-8.1 



Four-Year Institutions 
•Public 
Private 

Two-Year Institutions 
I*ublic 
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i/-?rivate 



2.9 
-2 



.6 
1.3 



9.8 
12.2 



7.7 
7.6 



82.4 
82.3 



82.6 
81.6' 




TABLE' Continued 



■ ■ ' • . '"^ 

Executing 'Promissory Notes 

^ 'All Institutions 

Unlversltltes'.- 
Publlc 

Private 1^ 



Level of Difficulty Reported 



Coasiderable Some Little or None No^espodse 



1.0% 



• 4 

1.0 



13. 5Z 



14.4 
14.7 



83.92 



85-2 
'82.3 




Foixr— Year Tnst i^^ut on^ 
, Public • , 
-Private • - 


.7 


13.7 
14.2 . 


85.3 
83.0 ' 




^.0 


Two— AT" Tn-^ t f t iit"f ftn^ ' ^ 

Public • 
Private^ 

V . _ _ 


. 2.2 
.6 


12.7 
11.4 


83.3 
86.7 




1.9 
^ 1.3 


De te mining St uden ts 
Eligibility for NDSLs 












All Institutions 


.5%. 


13.2% 


"85.9% 




.5% 


Univers it ies 
Public 

Private " - 

Four-Year Institutions 
Public 
Private 


1.0 
.4 


9.0 
12. 1 

12.8 
10.6 


•90.6 

. 6-6.3 
88.5 




.5 
. .5 

.4 


Two-Year Institutions^ 
Public . 
Private > 


.9 
.6 


15. 1 
24. 1 


83.6 
74 . 1 




.3. 

1.3' 


De temining When^ Student 
Unrest Provision Applicable 




( 








All Institutions ' . 


■ -2.1% 


8.7% 


' 87.2% 




. 2.1% 


Universities'! 
Public 
Private 


4.0 
4.6 


12^6 
10.6 


82.5 
82.3 




.9 
2.5 


Four— Year Institutions 

Public - • • 
Private :. ' 


2.9 
.4. 


C ..." ~ 

8.8" 
.7.7 


V 87.3 
90.3 




, 1.0 
. 1.6 



Two-Year Institutions 



ERIC? 



Public 



Private 



i.2 
1.9 



*8 

7.6 



90.7 
83.5 



1.2 
7.0 



■f- ;9»8 percent of the institutions had any trouble determining ^ 

. . • * 

when^the fft^d^nt unrest prdvisions were ap-i>licable . Uni- 
verjsitles, both public-and private, reported the greatest ^ 
difficulty, ' . . ^ ^ 

The perceived adequacy of institutional NDSL allotments is also en 
area that .did ahd^does pose some administrative^ problems . Overall, 
slightly' more than half of the institutions polled felt the FY 1973 NDSL 
funding level was adequate or more than adequate (see Table 5-9)* Private 
universities believed they were relatively worse off, and public two-year, 
institutions were most likely to perceive their funding levels as adequate 
or more than adequate- * 

Administrative Cost Allowance 

'The N=DSX Program contains a provision that permits institutions 
to draw up to 4 percent of the NDSL fund advanced during the award 
period to cover administrative expenses. The ETS q ue s t ionnai/e for 
financial aid administrators contained three items designed to assess 
their perceptions of the administrative cos t all owance . First, they 
were asked what percentage of their -total NDSL administrative costs 
were covered by the allowance. Interestingly enough, almost 7 percent of 
the respondents reported they did not use the all owance* opt ion. Only 
about one-third said the allowance covered half or more of the actual 
administrative costs (see Table 5»10)» 

When asked if the NDSL administrative cost allowance should be 
increased, about 71 percent of the respondents said yes. Administra^ 
tors at public two-year ins t i tu t io.ns were somewhat less likely than 
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TABLE 5.9 WERE- THE FUNDS FOR NDSfL AT YOUR *INSTITUT ION FOR FISCAL 

1973 ADEQUATE, MORE THAN ADEQUATE, OR LESS THAN ADEQUATE 
FOR YOUR NEEDS? 



Institutional Type . 


Adeqtxa-te 


More- Than 
Adequate 


Less Than 
Adequate 


No Response 


All Institutions/.^ 


43.2% 


9.8Z 


46. 2Z 


.8^ ■ 


w Ul ^ V C A O c 






- 


• 


Public 




4.0 


^9.8 




Private 


39.ti ^ 


7.6, 




1.0. 


Four-Year Institutions 










Public' 


.44.1 


8.8 


47.1 


1 


Private 


42.3 


. 6.9- ' 


50.0 


.9 


Two— Year Institutions 










•Public V 


46.3 


17.9 


35.2 


V .6 ■ 


Private 


40-5 


13.3 


44-9 


1.3 



— It, , 

TABLE 5.10 APPROXIMATELY WHAT PERCENT OF YOUR INSTITUTION'S TOTAL 
ANNUAL NDSL ADMINISTRATIVE COSTS ARE, COVERED BY THE 
ADMINISTRATIVE ALLOWANCE THE GOVERNMENT . PERI-IITS YOU 
/ / TO WITHDRAW FROM THE NDSL Fb^D? 

Percent of Administrative Costs Percent of 

Covered by Allowance Institutions 

None; do%not use option • ^ • . • • -'^v > .. •/^ r 4 m » r 6*9 

. . . ^ . . . . 23.5 . 

...... ^ 9.2 

.9^. ............. . .13.2 

! . 7.9 

14.4 



6.1 

. - 8 

V ' ' 



1 - 


10 


11 - 


20 


21 - 


30 


31 - 


40~ 


41 - 


50 


51 - 


75 


76 - 


100 


over 


100 



^7 f-, 



those at other types of institutions to feel the allowance should be 
increased; administrators at private ins titutions were most in favor 
of an increase. ' , 



TABLE 5.11 IN YOUR, OPINION, SHOULD THE ^DSL ADMINISTOAS^IVE » ' 
ALLOWANCE BE INCREASED? ,/ - O >^ 



"i 

^ \ 




f 


Hard 

Say ^No 




Itistitutional Type 


Yes 


No 


Response 


All Institutions 


70. 7Z 


8.0Z 


16. 9Z 




Universities 








• j» 


Public 


77.7 


6.3 


12.2 ^ 


3.8 


Private 


78.2 


5.3 


' ^^^^ 

14.1' 


2.4 ■ 

> 


Four-Year Institutions 










Public " ' 


63.0 


11.1 


25.0 


.9 


Private * 


72.0 


6.7^ 


18.4 


2.9 ' 


Two-Year Institutions 




















- Public 


62.7 


10.1 


20.5 


6.8 


Private , - 


66. 7 


12.0 


10. 7 


10.7^ 



To gain'' f.urth^er insight into the actminist rativ^'cds t allqwance 
question, administrators were asked wha t percentage of the NDSL fund 
they, thought they shpuld be able to use to 'cov«||||^ administrative expenses. 
More than one-quarter had no opinion on the matter- /--nong those with 
opinions, nearly all felt the a>llowance should be increased. 
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TABLE 5.12 WHAT SHOULD THE NDSL ADMINISTRATIVE ALLOWANCE 3E? 

Percent of NDSL Fund Institutions Shoul<^ Be' Able to 
Use to Cover Administrative ^penses ^ 



Institutional Type 



4Z 



5% 



6Z 



72 



8Z 



92 



Over No 
102 io^Z Response 



All Institutions 



2.42 20.42 15.92 5.02 4.62 1.52 17.52 6.12 26.62 



Universities 
Public 
Private 

• * 

Fourr-Year 

Institutions 

Pubirc 

Private 



2.5 

3.4 



2.8 
1.6 



25.6 
18.9 



16.0 
16.5 



15.7 V 13.9 

20.8 18.6 



■5.4 
6.8 



3.7 
5.7 



6.7 
5.8 



7.4 
3.3 



1.7 
1.-9 



1.9 
2.0 



14.3 
21-. 4 



14.8 
16.3 



8.0 
5.3 



8.3 
5.1 



19.8 \ 
19.9, 



31.5 
26.5 



* Two-Year 

Institutions 

Public 

Private 



2.3 
3.1 



17.5 
22.0 



12.6 
15.1 



3.9 
3.9 



3.6 
3.8 



. 7 
.6 



18.8 
19.5 



7.1 
3.1 



33.7- 
29.6 
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CHAPTER 6 ■ ' ^ 

' ' • THE EXIT INTERVIEW , 

At the cine the study was u-nidertaken, institutions were strongly 
encouraged to condnct exit Interviews with NDSL borrowers.^ to . explain 
the exact amounts of^the notes, to select and record repayment plans, to 
stress thct importance of repayment, and to collect tracking data that 
would enable to maintain contact with the borrowers during the 

repayment perio<l.. . ' • . - . . ^/ 



Exit Interviews with Graduates' and 



J Fiscal of ficers ^wexe tasked J.f their Inst itut ions conducted exit 

-.v.- - I ■ .. ■ ■ 

interviews in l972-73( with graduating-'NDSL borrowers* In response, 
86 • 2 percent said exit interview^ were conducted in almost all ca^es, 
and 8.6. percent said interviews were held in some cases (see Table 6.1). 
It is noteworthy that two-year institutions were much less likely than 



all other types oJ? in^tit.ut ions to conduct" exit interview^ ^ * * ' 

A parallel item *was iricliided in the fiscal officers' quest iannaire - 
to examine whether exit interviews were held with borrowers who dropped 
dut of school. As ^'e^en in Table 6.2, less than 60 per-ce'nt of thre* 
'institutions held exit-loan interviews for substantially all dropouts,v 
reflecting perhaps the greater difficulty in identifying dropouts in 
advance and scheduling the interviews^ • / * ^ ' . 



^Subsequent t.o the study, the U.S. "^Office of Education develc/ped 
regulations pertaining to due diligence that require exit interviews. 
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TA3LE 6.1 EXIT INTERVIEWS CONDUCTED WITH GRADUATING . NDSL BORROWERS 



Does Your Institution Conduct Exit Interviews 
with Graduating NDSL Borrowers? 



Institutional Type 


Yes, in Substantially 

'*^r ' All Cases 
*» 


Yes, in 
Soae Cases 


. No 


No 

Reyonse 




All Institutions 


86.22 


8.62 


.2.4r 


2.82 . 




Universities 

1 












Public 


./ : 87.4 
' 88.4 


'll.8 ' 


.4- 


-4 




Private 


.. 7i3- 


2. A 


1-9 




Four-Year Instrit»tions 
Public 


.94.4 


3.7- 




• 1-9 




Private 


92.0 


4. 7 


1.6 


1.6 




"Bwo^Year Institutions 












Public 


78.3 


13.6 


3.9 


.4. 2 


J 


Private 


73.6 


10.1 ■ 


6.9 


9.4 





J y V TABLE^ 6.2v ■ EXIT 'INTERVIEWS. CONDUCTED WITH NDSL BORROWERS WHO 

^ ~ ■ ■ 'DROPPfii) OUT ^OF SGHQOL. BEFORE -COMPLETING THEIR STUDIES 

9 ' ' ■ 

''^ Does Your. InstituQion Conduct Exit 

^ Interviews with 'Dropout s ? 

' . 1 ■ 

^ Yes, in Yes, in Not 

y . lus tittrriorval Type Most Cases' 5o5t^ Cases No Reported 

:) ' . —77- — : ' — 7" —? ^ ^ 

All Institutions 58. 5Z 31.6% 4.9% 4.9% 

Universities- ' ^ ' ' y 

. ■ ' '-Public- '■■^/62\2 *' 34.-5 . 2.9 *.4 

. Private • . 58.7 30.1 ♦ 6'. 8 • '4.4 ' " 

Four-Year Institutions . • / 

' _ Publi^c ; /-^ •■ -'52.8 ' 38^9 ^ 6.4 : 1.9 

-Priva'^e/'- ' 62.7 . y.28.0 5.9 * 3:5 



Two-Year Institutions 



^ Public . 53.1 36.0 3.6 7.4 

ERIC Private 54. 7 -27. 7 3. 1 14.5 

— — - — -&T — ■ 



-69- 

How Interviews Are Copducted and What Thev Cover 

Institutions have the option of conducting exit interviews with 
students individually or in group sessions* About 76. percent ot the 
respondent institutions conducted individual interviews, while about 17 
percent he-ld group interviews (see Table 6.3). Perhaps due to their 

larger n-umbers bf bor rowe r s , public universities >and fSur-year schools 

\ 

were somewhat more likely than their private counterparts to hold group 
exit interviews. 



-TABLE. 6.3 HOW EXIT IVTERVIEWS CONDUCTED 



Institutional Type 


Individually 

■ ' 


In Group 
Sessions 


Exit 
Not 


Interviews 
Conductied 


No ' 
Response 


All Institutions 


76. "22 


17.2% 




.5% 




Universities 












Public 


71.0 


28.2 


I 




.8 


Private 


75.7 


17-5 




1.0 


5.8 


*■ 

Four-Year Inst it ut ions 












" Public • ■ 


70.4 


24.1 






5.6 


Priva*te 


7 5,., 7 


■ 18.4 




.4 


5.5 


T^-Year Inst i'tut ions 












Public ^ 


34.1 


7.4 




1.0 


7.4 




^74 .8 ■ 


10 . 7 






14.5 















, ' When asked if the repayni^t schedule was discussed with the borrower 

' 'during the exit in te'rview , somewhat mo^re than 9^ percent of the respon- 
y dents said ."ye s, in- most cases** (see Table 6 . A ) . ' Of. some significance 

.: v • ■ ' ■ ■ - r : . ■ 
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is the finding that one in-Cwenty institutions either did ^ot . respond to 
the question or said no, suggesting that perhaps as many as 5 percent of 
the respondent institutions did not Conduct exit interviews (also see 
Table 6.3). Two-year institutions were l»ss likely than others to discuss 
repayment schedules with *bor rowers during exit , interviews . 



TABLE .6.4 REPAYMENT SCHEDULE DISCUSSED WITH BORROWER DURING EXIT 
INTERVIEW? 

_^ ■ ■ # . - . ■- 

^^^^ ^ — X 

■ - Repayment- Schedule Discussed? 



Inst iCutiLonal" Type 



Yes, in 



Yes, in 



Most Cases Some Cases 



No 



No 

Response 



All Institutions i^ 



9o:6% 



3.0% 



1.7% 



4,8% 



^Universit ies 



Public 



Private 



7^ 

96.2 
91.2 



2.5 
1.9 



2.^ 



1-3 
3.9 




93.5. 
v92.2 • 



3.7 

3.3. 



.9 

1.0 



'1-9 
3.5 t- 



Tw^f-Year Institutions 
Public ■ 
Private 



86.7 
81.8 



3.2 
2.5 



2.9 

k 

1.3 



7.1 



Fiscal 



leers were aske^ to assess* the ;ef fee txven'ess 'of the 



exit interview in terms of whether students seemfeti to. gain from it a 
^horpug.h understanding of their repayment obligations . As* seen, in Table 



':Er|c>" 



'3 
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6.5» seven out of ten fiscal officers responded that cio^$t borrow 
left the interview with a- thorough understanding of their repaym 
obligations; about 21 percent said a thbrbugh understanding was evident in 
some .c 



TABtE 6.5 HAS IT BEEN YOUR EJffERlENCE THAT NDSL BORROWERS 

GAIN A THOROUGH UNBERSTANDING OF THEIR REPAYMENT- 
OBLIGATIONS FROM THE EXIT INTERVIEW? 



• ■.. - 


Yes, in 


Yes, in 




No 


'Institutional Type 

■ c 


Most Cases 


Some Cases 


No 


Response 


All Institutions 


69.9% 


20-9% 


4.1% 


5.1%' 


Universities . 










Public 


7/. Q 






A 


Private ' 


. 77.7 •• 


•15.5 


2.9 


3.9 ^ ( 


Four-Year Institutions 










Public . • 


71.3 • "■ 








Private / : • 


71.6 - 


, 20.2 


^ ■ 


3.7 


* 










Two-Year In3titut iotis 
\ ' ^ ' . * • 
> Public ^ ^ 

r • ' ■ ... i • ^ 


" 63.4 . 


> ■ : 
^ 2^.:8 


5.5/ ■ 


7.4-- - 


Private - 


• 60.4 - 


^.3.1 . 


.15.7 
















Ay >. ■ ' ■ •* ■ 







As noted earlier,* one 'of the mafn purposes of the e^fit interview is 
to 'gather traclcing information : to^jWermit the institution to locate the 

borrower during the - repayment period - Cur iously , only 28 percent of the 

i " - « ' ■ ^ 

r e^pondin^ ' in.stitut ions^ used t^he . interview foV this purpose (^see Table 



6. 6) ». suggesting that the information is gathered ^through »some other means 
(such as the loan application*) 



TABLE 6.6 EXIT INTERVIEW USED TO GATHER "TRACKING INFORMATlOhf. FROM 

TERMINAL NDSL BORROWHlS BEFORE, THEY LEAVE. THE IN.STlTUtlON ? 





Institutional Type 




Yes 


No 


No Response 




All Institutions • , 




28.0% 


65. IZ' 






Universities 












Public 




98.3 




1.7 




Private 




28. 6- 


65.5 


5.8 




Four-Year Inst Itut ions 
Public 
Private 

Two-Year Institutions 




92.6 
3^ 


5,6 
62.7 


1.9 
6.1 




Public 




90.0 


2.9 


7.0 . 




Private 




. 78.6 


6.3 


15.1 . • 



4?^ Though the, exit interview ^id.not appear . to be used by many insti- 
tutions to gather tracking information, 4.?®^ ^t, 'imply that such 



information vas not collected. As shown-/ in^ Tab le 6. 7^ about , percent of 
the institutions collected parents' addr^ses and the addresses at which 
borrowers could be reached at first billing. Ab out two-thirds of the 
ins t itut io-ns also gathered inf orma tion^aboiit. r efereTices addresses. 



TABLB6.7 PERCENT, OF INSTIXUTIQNS .GATHERING VARIOUS TYPES OF TRACKING INFORMATION FROM 
• . NDSL BORROWERS BEFORE THEY LEAVE THE INSTITUTION 







Address 










■■ ■ ' / 




at. Which » 












> ■ 


Borrower 












' Parents' 


Could Be 












or 


' Reached 


Address 


Address of 


Address of 


Address of 




Guardian's 


a-t First 


of 


Borrower's 


Bori'ower's 


Present 


Institutional' Type 


Address 


Billing 


References 


Home Bank 


Church 


Employee 



All Institutions 

Universities 

'public 
"TrUate 



93.9 



97.5 
92.2 



Four-Year. Institutions . 
Public 9A.4 
Priva'te • 94.9 

rWo-Tear Institutions 
Public : § ' 92.9 

•Private .. ' 88 .'7 



94.3 



99.2 
96.1 




90.9 
84.3 



68.4 



54.6 



74.4 
72.3 



51.3 
49.0 



. 64.8 
64.1 



61.1 
56.9 



69.6 
66.7 



57.3* 
50.9 



28.0 



) 



26.5 

28. 6^- 



32.4 
31.2 



24.6 
23.9| 



51.4 



6f6.0 • 



46.3 
45.9 



48.2 
51.6 



• ' . ^ • CHAPTER 7. ^ ' * . 

^1 NDSL aij^LING AND COLLECTION PROCEDURES 

• r Data preseiLtcd in this chapter- vere derived from responses to 
itcm^ 16-2^ and 26 of the fiscal officer's questionnaire. Responses to 
C these items, were cross-tali|ila ted by institutional type and control to 
Investigate variations in b^C>JJ.ing and collection procedures by type and 
control of institution* The following questions are illustrative of 
the types of questions to be addressed in this chapter: What percentage 
o^l^lns t Itut ions In the study permitted partial repayment? Were univer- 
sities more likely th^ two-year institutions to permit partial repayment? 
What was the primary administrative arrangement for receiving teachdj| 
cancellation forms from NDSL borrowers? What percentage of Institutions 
used commercial billing services and collection agencies? How did these 
percentages vary by type of institution? 

Billing and Collection Administrative Options 

Fiscal officers at institutions participating in the National 

. ... 

Direct Student jfc an Program may Exercise a variety of administrative 
options. For example, the fiscal officer may permit partial repayment 

t borrowers facing extenuating circumstances. On the other hand, 
the fd^al officer may require payment of principal interest by the 
borrower at a rate, equal to not less than: $30 per month. In addition, 
the institutional' fiscal, officer is permitted to d^fer payments for 
part-time students and students in hardship. Percentages of respondent 
Inst itut ions exerc ising these various NDSL repayment opt ions, in . 1972-73 ' 
pear , in Ta*le 7.1. 
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TABLE 7.1 PERCENT OF INSTITUTIONS EXERCISING VARIOUS NDSL 
. . » . REPAYMENT OPTIONS 



Tn « ^ "{ 1 ! t" "f rt nil 1 *rvT>^ 


Partial 


Min'iEttum 
RenavineTit 


Offer Aepaymenit for: 
Part-i%»e Hardship 
Students Cases 


All Institutions ^ 


76.3 


77.4 


60.6 


64.9 
✓ 


Unlver<5it ies m^R. 




- 






Public • ^ * 


89.1 


81.9 


75.2. 


71.4 


Private 


80.6 


76. 7 


59.2 


70.9 


Four^Year Institutions 


- 






- 


Public 


88.0 


85. 2 

t 


57.4 


66. 7 


Private 


77;9 


77.6 


63.3 


70. -6 - 


Two-Year Institutions 










Public 


67.0 


73.8 


. 59.2 


56.0 


Private ^ ' 


56.6 


71.7 


37.7 


45.9 



Approximately three-quarters of the ins-t itut ions in the study 

permitted partial :,rep^yment. Almost 90 percent of the public universities 

permitted students to make partial repaymei^jj^; only 67 percent* of the 

public two-year .institutions did the same. In addition, approximately 

m 

three-*f our ths of the institutions required minimum repayments from 
borrowers with small notes. In general , public institutions wjere more 
likely than their nonpublic counterparts to-require minimum repayments. 
Moreover^, universities* and four-year ins titjut ions were more likelj than 
two-y*ear ' ins t i t utions to require minimum repayments from borrowers 
whose lk>tes were comparttively smail* r 



ERLC 
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. ■ About thr€e..oult of five responding institutions deferred repaymenlk 
for part-time students* Public universities were more likely than othe>. 
types of institutions to do so* ^ ^ . 

Wi^h respect to deferring repayments in hardship cases, 64*9 

, % . 

percent of all institutions did permit this flexibility* Again, .public 

universities werfe more likely to defer repayment in hardship cases than 
. wer^ other types of institutions; two-^year institutions were less likely 
to do so* . Of the two-year public institutions, 56 percent^. indicated 
they did defer repayments ^in such instances, compared to only* 45.9 
perctent of the private two-^rear institutions* 

Administration of Teacher Cancellation Provisions 

The National Direct Student Loan Program regulations, as of 1972-73, 
aflowed teachers in certain types of schools to cancel portions of their 
loans* To realize this benefit^ a borrower who taught had to file a 
Request for Partial Cancellation of Loan form each year with the insti- 
tution* Institutional fiscal officers were asked as part of the ETS study 
about their administrative arrangements for handling these requests* 

The *data in the Table 7*2 show, that 14*6 percent of the responding 
institutions sent the Request for Par t ial Cancellation 9%^ Loan form to 
all NDSL borrowers*' Almost 31 percent sent it only to borrowers wfio' had 
taught the preceding year or had Indicated their intention to teach Xl^he 
time of graduation; 37*3 percent expected borrowers to take the initia- 
tive by requesting the cancellation form from the institution if they 

met stated eligibility requirements* . . 

.'C^ ■ ■ ^ - ■ 



XABi-E 7.2. ADMINISTRATIVE ARRANGEMENT FOR RECEIVING TEACHER CANCELLATION 
FORMS FROM »DSL BORROWERS 



R>CL* RPCL 

Sent Send to Borrowers % - 

to All Teachers Request No 

Borrowers Only RPCL Other Resfponse, Total 




Institutional Type 



t 



— 



All Institut ioas 

.Universit:fts 
Public 
Private 

Four-Year 
Institutions 

Public 

Ptivate 

Two-Year* 
Institutions 



PuH%c 

Private 



14. 6Z 

11.8 
18.0 



14.8 
16. 7 



12.% 
10. 7 



30. 9Z 

0 



49.8 
36.0 



50.0 
29.6 



17.5 
13.8/ 



37. 3Z 

24.1 
31.6 



25.9 
39.4 



50.5 
40.9 



8.9Z 



4.6 
9.0 



7.8 

15.7 



.3% 100. OZ 



8.0 6.3 
8.7 .6.8 



4.6 
5.3 



11.3 
18.9 



100.0 
100.0 



100.0 

100.0 



100.0 
100.0 



*RPCL " Request for Partial Cancellation of Loan Form 



Public universities and public four-year institutions were more 
likely than other institutions to send the Request for Partial Cancel- 
la tiorV of Lofcn FortQ only to teach^ers or borrower^ who indicated at 
- :*duation their intention to teach. Nearly half the pub lie, univer- 
sities and- 'four-year instlXutlons utilized this - particular procedure. 
In contrast, two-year Institutions (both public" and private) were more 
likely tl^an other types of institutions to expect borrowers to request the 
cancellatiSli form from the, school if the borrower met stated eligibilit:y, — . 
requirements. 
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Administration of Educational Determents 

NDSL borrowers may defer repayments if they continue their education 
on. a full- or half-time basis at an inscitutlori of higher education. In 
addition^ ^tud'ents may -qualify for deferbentD while serving in the armed 
services. Peace Corps, or VISTA. #70 realize this benefit, eligible 
borrowers mus.t f ile a 'Request for Deferment Form^ (RDF) wijih the* lenc 
institution. .Some institutions send this form to all^ bort^owers, .some 
*it only to borrowers whose loans weire deferred the precedi*n^ year, and 
still others require borrowers to request the form from the institution if 
they meet stated eligibility requirements. 

Table 7.3 presents percentage distributions of institutions, classi- 
fied by type, that used various arrangements for receiving RDFs from NDSL 
borrowers tn 1972.-73^ Overall, 46 percent of the institutions in the 
ETS study expected "borrowers to ask the school for the forti if they met 
the stated eligibility r equi reaents • The next most frequj^nt procedure 
was to send the RDF only tp borrowers whose loans had been deferred 
the preceding year. The data in the^able suggest no major departure 
from these general findings among the various institutional types. 

Usage and Effectiveness of Billing and Collection Agencies * 

Over the past several years a number of commerical firms^have 
developed and marketed services tailored to institutions to assist 

f • . o ■ • • 

^hem tn preparing bills for NDSL borrowers.* Inst itut ions .undoubtedly 

contract with commerical billing services for a number of reasons. 

r ^ . 

Some do so because th^y bjelieve a third party will be more effect itre 

■- • - . ■ . , • 

in collecting the notes* Others probably turn to commercial- billing 



TABLE 7.3 ADMINISTRATIVE ARRANGEMENT FOR, RECEIVING REQUE 
'\ .... , FROM NDSL BORROWS ' ' . 



R DEFER>IENT70Rris,{RDF) 



^ ' . RDF Sent , ' " ' 

tlDF Sent Only to Borrowers . 

to All Borrowers with Request No • 

Borrowers Previous Deferment RDF . Other Response Totals 



InsUjtutional Type 
l^ll Institutions 



15.57. 



25.3: 



46.02 6.n 



7.U 100. o: 



[Jniversities 
Pubiic 
Private 



12.2 
20.0 



34.9 
27.8 



42.4 
42.0 



6.7 
6.8 



3.8. 100.0 
3.4 100.0 



I 



'Our-Y«ftx Institutions 
Public ■ ■ • , 
Private 



r 

' 12.0 $ 
16.3 , 



33.3- 
25.1 



47.2 
46.3 



3.7 
6.5 



3.7 100.0 



5.7 100.0' 



"wo-Year Institutions 

Public 
■Private 



15.9 



13.8 



16.6 



18.2 



.51.0 
46.5 



5.5 11.0 100.0 
5.*7 15.7 . 100.0 
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services bebaus^ tlWy lack the administrative personnel to perform 

this function and fepl use pf. a cohmerlcal billing service is more 

V - cost-ef £ec t Ive . It is • prpbably t rue tha.t schools participating in 

*^ the Na.tional Direct Scudent 'Loan Program t^rn ^o outside firms for 
■» - . - * ' 

.similar reasons. 

The data in Table. 7.4 Indicate more tKay^ne-^hird of the insti- 
tutions in the ETS study used commercial bil^ng services in 1972-73. 

Higher .percentages of private institutions used Xhese billing services 

^ ♦ > * , ' *^ * ' 

^ than' was UrM^ for pubXic institutions* Close to half of the private 

f universities and private four-year institutions used billing services; but 
only 18.9 percent of the public universities an4 22. 2 percent of the 
public four-year institutions used them. 

About one-quarter of the institutions surveyed used outside col- 
lection agencies for. all delinquent accounts; 40.5 percent of the schools 
used them in coitnection with hard-core delinquent accounts. Public 
four-year institutions were more likely than other types of institutions 
to uiSt^ outside collectiorr- agencies for all delinquent accounts; more than 
half. of the public universities used ' col lect ion agency .s-ervices for. 
hard— core delinquent .accourits only. 

Inst itx!t%^j^ using commercial billing services were aeked- about« their 
effectiveness in- reducing delinquent accounts. Only about %0 percent of 
the users felt commercial iDllling services were "very effective." Ali^ost 
/ "^0 percent" felt such services were "fairly effective," and about 20' 
percent expressed some dlssatisf auction with the effectiveness- Public 
four-^year insiltutlons were*the most satisfied with' the effect iveness of 
billing services in reducing delinquencies (see Table 7.5). 

: - . # 

< 
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TABLE 7.4 PERCENT OF INSTITUTIONS US INC .-COMMERCIAL BILLING 

SERVICES' AND COLLECTION AGENCY SERVICES IN 197?-73 



Institut;ional Type 




Commercial 

O 4. 1 1 4 MM 

Bx^img 
^Services 


• Used Outside Collection 

ARencleS for: * 
AIL Hard-Core i 
Delinquent Delinquent 
Accounts Accounts Only 












All ins w icuw ion9 


• 




« 24.4 


40,5 


Universities 








\ 










54.9 


' Public 


18*9 


25.0 


Private 






23.5 


48.0 


Four-Year Institutions 










Public 




22.2 


34.0 


35.9 


Private 




47.9 


22.9 


42.6 


. Two-Year Inst itut ions 










Public 




33.6 


25.4 


26.5 


Priva-te 




39.6 


19.2 


30.0 



f TABLE 7.5 EFFECTIVENESS OF COMMERCIAL BILL5:NG SERVTtES IN\ 
^EDdciNG NUMBER AND AMOUNT OF DELINQUENT ACCOLT^TS 



iTistitutional Type 



Very Fairly ' Not Very 

Effective Effective* Effective 



All Institutions 

Universities 
• Public 
Private 



T 



20. 4Z 



/ 



27.0 
24.4 



59.42 

51.4 
51.2 



20. 2Z 

21.6 " 
24.,4 ' 



Four-Year Institutions 

Public - ' 36.4 

Private 16.7 



54.6 
63.2 



9.0 
20.2 



Two -Year Institutions 
Public 
Private ' 



.^8.9 
19.6 



64.4 
56.9 



16.7 
23.5 
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Wlch' regard Co the costs of coomercial billing services, two-thirds 
of the responding fiscal officers f el't coamerc lal billing services 
were more . cost-effect ive thaia post secondary Inst itutions- relative to 
^•preparation o'f NDSL bills (see Table 7.6). Only 11 percent of the fiscal 
of^icees thought billing services were more expensive* • 



TABLE 7^6 USER ATTITUDES ABOUT THE RELATIVE COST OF COMMERCIAL BILLING SERVICES 



IN 1972-73 



Institutional Type 



Cost About 

Cost More Than the Same as for Cost Less Than 

If Institution Institution to If Institution 

Prepared Bills Prepare Bills Prepared Bills 



All Institutions (M-565)* 



11.02 



21.42 



67.62 



Universit ies 
Public (N-A8) 
Pxivate (N-94) 



20.8 
11.7 



25.0 
19.1 



54 . 2 
69.1 



Four-Year Institutions 
Public ^(N-24) 
Private CN-233) 



12.5 
9.4 



25.0 
24.5 



62.5 
66.1 



Two-'-Year Inst ilJut ions 
: Public' (N-ia5) 
Private (N-60) 



11.4 
a6 . 7 



15.2 . 
20.0- 



73.3 
"73.3 



♦Percentages based'only on inst itut ions- using commercial" billin^|^ervices. 



95 



^. % ' ' 

Fiacal officers who uaod outside colivctlon agiTicles wore also 

* \ 

asked about their effectiveness in reduclngXthe nuraty^^ and arsounts^^of 
accounts In default. As shown irn Table 7.7, ^^an 80 percec^t s.iid the 

•» agencle^ were either fairly effective or very eflcctive; 19*3 percent said 
they were not very effective- 



^AflLE 7.7 EFFECTIVENESS OF A COLLECTION AGENCY IN REDUCI>;g THE 
NUMBER AND AMOUNT OF DELINQUENT NDSl ACCOUNTS 



Very Fairly Uot Very 

Institutional Type Effective Eftectivc. ' .Effective 

All Institutions 16. 2Z 64. « 19.3Z 



Universities 

Public 19.0 ' ^ 6^.8 - 16-2 

■ Private , P ^ 17.1 70.0 y l2-9 



Four-Year Institutions * ' * - 

Public 16. 7 68.1 l5.3 

Private , 1A.9 ' 65.7 l9.5. 

«H , Two-Year Institutions 

Public " 1A.2 58.2 27.0 

r • . ■ ■ • 

Private ' 18.0 '50.8 31.2^ 



Anoth^ questions ytas about the relative costs of having a collection 

agency or the institutiori perfirTn the sarne function* About 80 percent of 
\ 

the r-espondents thought the charges by collection agencies were about the 
'same, or less, than what it would cos^t the Institution to perform the 
collection function (see Table 7.8). 
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»d by -many insti— 

^ 

* ("imply that such 
iHit 94 percent of 
Idresses at which 
:wo— thirds of the 

m - 

■ 

ces' addresses- 
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TABLE 7.8 USER ATTITUDES ABOUT RELATIVE Cj^TS OF COLLECTION AGENCIES 
AND INSTITUTIONS PERFORMING NDS"C*tOLLECTlON FUNCTION 



Institutional Type 



More 
Costly 



Ab-out the 
Sane Cost 



Less 
Costly 



All Institutions (N-8.95) 



19.4% 



22. 8Z 



57.8% 



Universities 

Public (N-174) 
Private (N=13 7) 



21.8 
16.8 



25.2 
21.1 



52.9 
62.0 



Four -Year Institutions 
Public (N='73) 
Private (N=302) 



20.5 
23.5 



26.0 
20.5 



53.4 
56.0 



Two-Year Institutions 
Public (N=141) 
Private (N=64) 



9.9 
18.7 



25.5 
20.3 



64.5 
60.9 



.Fiscal officers who received the ETS questionnaire also were asked 
how many times bills were sent to Nf)SL borrowers before they considered 
legal action. Their responses, classified by t> ••e of institution, appear 
in Table 7.9. * 

Less than 1 percent of the institutions surve/ed sent only one 
reminder to d e 1 inquent ,NDSL borrowers before legal action was con- 
sidered. , A majority of the responding institutions (53.3 percent) 
indicated that they sent five or more reminder notices to delinquent 
NDSL borrowers before legal action was considered. The data, in Table 
7.9 indicate that universities and four-year institutions were more 
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TABLE 7.9 NUMBER OF TIMES DELINQUENT NDSL BORROWERS REMINDED BEFORE LEGAL 
ACTION CONSIDERED 



^ Five No 

or Del. No 

Insticutional Type /)ne Two Three Four More Accts Response Totals 

All Institutions 0.5% 2.n 16. 6Z 12.8% 53. 3Z 5.5% 9.2%^ 100.0% 
Universities 

Public 0.4 1.3 14.7 16.8 58.8 2.9 5.0 100.0 

Private . . 0.0 1.5 14.1 14.1 57.8 5.3 7.3. 100.0 
Four-Year Institutions 



Public . 1.9 1.9 ^ 24.1 13.9 50.0 0.9 7.4 100.0 

Private ^ 0.4 1.8 17.1 9.4 59.8 3.3 8.2 100.0 
Two-Year Institutions 

Public ' 1.0 3.6 17.5 13-9 44.0 7.8' 12.3 100.0 

Private ' 0.0 2.5 13.2 13.2 40.3 14. 5 16.4 100.0 



likely to send five or more 3 reminders than were two-year institutions* 
Among two-year institutions; only 44^0 percent of the public and 40-3 
percent of the private sent five or more reminders- 

Administrative Actions against Defaul-ts ' ^ 

There are a number of administrative actions that schools parti- 

\ 

V 

cipating in the NDSL Program may take with respect to NDSL borrowers. 
For example, they may assess penalty charges for loans not paid when 
due* In the case of a *loan that is repayable in monthly installments, 
the institution may charge $1 for the first month the installment or 
evidence is late and $2 for each month thereafter. In the case of 
loans that have bimonthly ,or quarterly repayment intervals, $3 and $6, 
respectively,- may be charged. Overall, about one school in five in 
the ETS study assessed penalty charges. Two-year institutions, both 
public and private, more likely than other types- of institutions 

to assess penalties. ^ ■ 

More than 60 percent of the institutions surveye;d reported that 
they prohibited release of grade transcripts for students who ^ere 
delinquent i^ their NDSL repayments (see Table 7.10). Universit ies'' and 
four-year institutions (both public and private) were more likely than 
two— year institutions to do^ this. Only slightly more than half of the 
two— year institutions in the study indicated that they prohibited the 
release of grade transcripts for delinquent borrowers. 

A very high percentage of the ins|||pkut ions in the survey (82.6 
percent) indicated that they sent letters threatening legal action 
to delinquent borrowers, although public institutions were somewhat 



TABLE 7.10 'PEHCENT-OF INSTITUn'ONS TAKING VARIOUS 'ADMINISTRATIVE AGTI^ONS ^ 
' ' .,AOAil^T DELINQUENt-NQSL "BOilROWERS 



• ' - • ' . •' Turned ' 

• ■ • . ' . ' Accounts 

• ' ' , - * Prohi'tited ■ \ Over to , Charged 

. Assessed Release • ^ Sent • Lawyer or 'Collection 

*\ Penalty of Grade ' Threatening * Collection Costs to 

, -Ch^irges' Tra&.scripts Letters • Agency Borrower 



Institutional Type 



All Institutions • . 
Universities 
• Public ' ' 

Private 

'. 

Four-Year Institutions . 

Public • 

Private 
Fwo-Year Institutions 

Public 

Private 



22.8^ 



22. A 



• 24.3 



22.2 



17.6 



27.8 



. 28.3 



64.lt 



77.7 



67.5 



64.8 ' 



65.9 



53.7 
53.5 



82. 6r 



88; 7 



. 85.0 



88.0 



83.9 



77.7 
72.3 



68.47, 



81.9 . 
72.8. 



72.2 



70.0 



56.6/ 
56.0. 



26. n 



^29.8 
24.4 



^ '22.2 ' 



20.2 



31.4 
32.1 
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morc likely to do so than were their private counterparts. Two-year 
institutions, bo^ public and private, were less likely to send such 
letters. j- 

While m^re than 80 percent of the institutions indicated that they 
threatened legal action, only 68.4 percent said they actually turned 



linquent accounts over to lawyers or collection agencies. More than 
eight out of ten of the public universities turned delinquent accounts 
over to lawyers or collection agencies. Fewer than th^ee-quar ters of 
the responding four-year institutions turned accounts over to' lawyers 
or agencies. On the other hand, only slightljr more than half of -the 
private and public two-year institutions turned accounts over to lawyers 
or collection agencies. 

Institutions participating in the NDSL^rogram may charge delin- 
quent borrowers for costs- associated with collecting their overdue 
accounts. About one-quarter of the institutions participating in the 
study charged the borrowers for collection costs. Almost one-third of 
the' two-year institutions, both public and private, charged collectioji 
costs to the borrower. Somewhat lower percentages of the public and 
private universities and public and private four-year institutions 
did the same.' 

Write-off Preferences 

Numerous l^n s t i t u t i o n al financial aid and fiscal officers have 
expressed the view that they would like to be able to write off, for 
^accounting purposes, accounts that have been delinquent foi: a period of 
time. One of the items in the ETS questionnaire for fistal officers 
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asked: "After what period of time do you think institutions should be 
allowed to 'write-off' delinquent NDSL accounts as uncollec tab le? '* ^ The 
responses to this item appear in Table 7.11. 

Only 1 percent o-f the responding fiscal officers in.dicated that 
they would like to write off as delinquent and uncollected any accounts 
that were delinquent six months or less. The analysis suggests- that the 
majority (60.2 percent) of the institutional fiscal officers felt they 
should be able to write off loans as uiicollectable if they were delin- 
quent less than three years. Undoubtedly, some of the fiscal officers 
who expressed preference for three yeai;s or more felt it was unnecessary 
to have a write-off provision in the NDSL Program. 

This chapter has described some of the procedures used by insti- 
tutions in their billing and collectio\ efforts; it has not analyzed 
the relationships between billing and collection procedures and repayment 
performance. Relationships between administrative practices and 
delinquency rates are discussed at length in Chapter 9. 




TABLE 7.11 WRITE-OFF PERIOD PREFERENCE 



More 



f 

/ 

Institutional Type 


6 Mos. 
or 
Less 


12 
Mos. 


18 
Mos.' 


24 
Mos. 


36 
Mos. 


Than 
36 
Mos. 


No 

Response 


Totals 


All Institutions 


i.o: 


7.57. 


6.2: 


26. U 


19. 4^ 


32. 4Z 


.-• 7.5: 


loo.o: 


Universities 


V 






* 






• 




Public 


0.4 


5.9 


5.9 


29.0 


20. b 


34.5 


3.8 


100.0 


Private 


1.5 


8.7 


5.8 


22.3 


18.5 


38.4 


4.9 


lOO.O 


Four-Year Institutions 


















Public 


0.9 . 


2.8 


.3.7 


23.2 


13.0 


47.2 


. 9.3 


100.0 


Private 


0.0 


5.1 


6.2 


23.3 


22.0 


37.6 


5.9 


10t).0 


Two-Year Institutions 


















Public 


1.3 


lO.p 


7.8 


32.0 


20.1 


18.1 


10.7 


100.0 


Private 


3.8 


13.8 


6.3 


25.8 


13.2 


23.3 


13.8 


100.0 ■' 



CHAPTER 8 

PROBLEMS IN NDSL BILLING AND COLLECTION 

One of the items in the questionnaire for institutional fiscal 
officers asked them to identify problem areas in fiscal administration of 
the NDSL Program by indicating the degree of difficulty experienced with 
several aspects of the program. 

Fiscal officers' responses to item 29 were cross-tabulated by type 
and control of institution. The purposes of these analyses were two- 
fold: (1) to determine the degree of difficulty institutions faced with 
various administrative aspects of the program and (2) to determine 
whether certain types of Institutions encountered particular difficulty 
wttlT certain administrative features of the program,. 

The Education Amendments of 1972 stipulated that National Direct 
Student Loans could be canceled for borrowers who served as full-time 
teachers in an academic year in public or other nonprofit elementary 
or secondary schools that qualified for assistance under Title 1 of the 
Elementary and Secondary Education Act of 1965. In addition, \DSL 
borrowers 'were eligible for partial cancellation if they were full-time 
s t a f f .memb e r s in preschool programs carried out under the Economic 
Opportunity Act of 196A. Furthermore, NDSL borrowers could qualify 
for partial cancellation of their loans if they were either full-tinc 
teachers of handicapped children in public or other nonpro Ic- 
mentary or secondary school systems or if they served in an of 
hostility as members of the armed forces. 



Adtnlnis tor inp^ Cancellation Provisions 

When asked if they encountered difficulty in de te rtn I n 1 n>.', individual 
students' cllRlbility for teacher cancellation, only 1.7 pcrct-nt ol th*.- 
fiscal officers Indicated considerable difficulty; 13.3 percent said tl;ey 
experienced some difficulty, and 70.8 percent Indicated little or no 
difficulty (soo Tabic 8.1). About three-quarters of the universities and 
four-year institutions (both public and private) indicated that they 
experienced little or no difficulty with this aspect of the program. 
Worthy of note is the finding that public universities and public four- 
year institutions encountered somewhat more difficulty in determining 
eligibility for teacher cancellation than did other types of inst L tut ions . 
About 21 percent of the respondents In public universities encountered 
difficulty and 17.6 percent of the respondents in public four-year insti- 
tutions encountered some difficulty. This may si::iply refioct the fact 
that public institutions typically have larger enrollments and therefore 
more students who qualify for teacher cancellation than do private 
ins t itut ions . 

Fiscal officers were asked how difficult it was for them to deter- 

^mine the amount of principal and interest to be canceled for teachers of 

disadvantaged children. Table 8.2 shows that, overall, only 15.5 percent 

of the respondents indicated that they encountered some or conr> ider<ib Ic 

difficulty; almost two- thirds said they experienced little or none. 

/ 

Responses to this item indicate that this aspect of the progr4im wa.s a 
problem for only a small segment of the institutions regardless of type 
and control. A larger portion of two-year institutions indicated tliat the 
i t em wa s^riot applicable to them, probably because of the absence of 
teacher training programs. 



TABLE 8.1 DIFFICUm IN DFTERMINING KUCIBILITY FOR TF.ACllFR aNCKllATION 




Cons Idcrnblo 


%j\Jlu\. 


lilLvil* Qi [NO 


Does 




Institutional Type 


Difficulty 


Difficulty 


Dlff Icultv 


Not Apply 


Response 


All Institutions 


1.7: 


13.3: 


70.81 


is: 


4.3: 


Universities 












Public 


2.1 


21. i 


71.0 


2.9 


2.5 


Private 


1.5 


12.6 


75.7 


7.8 


2.4 














Four-Year Institutions 












Public 


* 


17.6 


79.6 


1.9 


.9 


Private 


1.2 


12.0 


78.6 


5.7 


2.5 


Two-Yea r Institutions 












Public 


2.9 


11.3 


65.4 


13.0 


• 

7.4 


Private 


1.3 


8.2 


U.7 


34.6 


11.3 
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TABi.r H.: DiKncuLTY IN nrtf^RMiNisn amounts nK7KT::(:ii\\i. and iNTn:!:sT to n'a\c.n-T 
FOR T!:ac!!f.rs OK DiSADVAN'TAci:!) cnii.nKr.N 



Inst Itiit lon;il Type 



('Dn-ildcr.iblo Sarr I,ltr:«" or No [Um-:, ■ n\> 
niff lenity IMfflniltv Dlfflctjltv Not Applv Kpsponsr 



All Instltiit Inn.s 



1 1* 



Unlvrrsltlon 



PtibUc 



Private 



1.0 



1 T 0 
1 ; • t 



13.1 



7 1 • M 



12.1 



2.; 



Four-YtMr Insiltut iov.s 



Public 



Priv.jtt^ 



1.'..3 



77 U 



v.* t . 



.0 



♦ • / 



Tuo-V(Mr Inst itiit Ions 



Public 



4. * • 



Prlv.iti^ 



1.3 
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U'hctt 4»krd about lUr difficulty r tu* 4>un t r r rd I ti ro^ i n : 4 I tij.; rri4>rdfi 
to allow j>o»t ponrnrnt of 1 n rt t 4 I I nrn t w In .in t U' I pa l I on OI c .iuci* 1 I C I , 
ttllghtly tni>r<* th.in hnli of' tii** r r r; po tul i n 1 n % t 1 1 u : I s>r..n Iniiic.itfJ th.it 
t h 1 f» ponrd llttir or no dlffirultv. About o^r i n r* I I t \j t ! n n In tlvr 
reported nomc difflculry in rrui tnta I n In^. records to alU)W por.t pt>nr3i«'nt of 
1 n n t « 1 1 no n t n In anticipation of r .1 n c r I 1 .1 1 1 o n . h 1 1 c t r - y r .1 r i n t i - 
tijtlonn .ippcpir to h*iv<^ haci soacwh.it norc difficulty tf'..in otJirr typrr- oi 
Inat 1 tut ion-H with t.hin .iripcct of the pro>;ran (^.re Table ^.3'« 

It w.i :i noted earlier In this chapter thai l\\r N DS L V r oy\ r an all ov:. 
student s w h o are t e a c i' r s in certain ^. y p r s o 1' g c h o o 1 % , tea V. <* r, s o 1 
handlctipped children* and borrowers who have jicrvcd in areas o: ho.'^til^ty 
as neabers of the arn:ed force.s to c.incel pv^rtlon*^ 0: their loans. To 
realize t4^. 1 s benefit, however, borrower^ r.u.st file request for c.ir.ccl- 
la t ion forms each vear with their institutions. Borrowers wh.) qualify 

r 

for cancellation benefits but do not file the requests in a ti^.ely 
fashion are considered for accounting; purposes to be in arrears. Thus, 
schools that h a v o experienced difficulty with t i rr- e 1 y s u b r. ; s s i o r. of 
cancellation requests 33i;:;ht be expected have sor.ewhat poorer col- 

lection records than thoisc that have not. 

The data in Table 8 . indicate that xore than half t.';^ fiscal 
officers surveyed for this study reported considerable or s.-r-.»^ diffi- 
culty in receiving cancellation requests on a t ; r: t; 1 y basis Iron: b o r - 
r o we r s . S 1 1 h 1 1 y more than o n e ua r t e r reported little or no difficult y 
with ticcly submission of cancellation requests. It appears that public 
four-year institutions encountered core difficulty than orher typos o: 
institutions in receiving- cancellation requciits wiien due f r ^ th.eir 
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TABLE 8.3 ^ DIFFICULTY IN MAINTAINING RECORDS TO ALLOW POSTPONEMENT OF INSTALLMENT 
■ ' IN ANTICIPATIONiOF CANCELLATION 



Institutional Type 



Considerable .Sone . Little or No Does No / 
' Difficulty ■ Difficulty Difficulty Not Apply Resporisl 



kll Institutions 


3.72 


19. 5r 


.54.82 


17'.n 


5.02 


JRlversities 












Public 


4.6 


16.8 


68.1 


8.0. 


2.5 


frivate 


■ 3.4 


* 

• 16.0- ' 


61.7 


15.5 


3.4 


?our-Year Institutions 


4 1 










Public 

t 


4.6 


25.9 


57.4 


11.1 


.9 


Private 


4.1 


21.8 ' 


55.1 • 


■ 15.7 


3.3 


Vo-Year Institutions 


• 


> 


1 

1 






. Public r 


5,'6 " . 

». 


22.0. 


46.9 


19.1 


8.4, 


\ 

■■ Private 

m 


" 1.3 


12.0 


• 

, 37.1- 


37.7 . 


12.0 
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TABLE 8.4 DIFFICULTY EXPERIENCED WITH ON-TIME SUBMISSION OF CANCELLATION 



REQUESTS BY TERMINAL BORROWERS * 

^ — — : — ■ — ^ — 



'iTistitutional Type 


Considerable 
Difficulty 


Some 
Difficulty 


Little or No 
Difficulty ' 


Does 
Not Apply 


No 

Response 


All Institutions 


10c7% 




28.82 


10,92 


4.8^ 


Universities 

« 












Public 


11.8 


52.9 


26.9' 


'5,0 


3.4 


Private ^ 


8.7 


51.0 


30.6 


' 7.3 


2.4 


Four-Year Institutions 








t 


' 


Public 


8.3^ ■ 


61.1 


26.0 


3.7 


.9 


Private 

\ 


12.0 


45.7 


33.3, 


6,3 




\ 

Two-Year Institutions 












Public 


11.7 


38;5- 


26.2 


15,9 


7.8 ^ 


Private 


■ 8.2 


20.8 


23.3 


34..0 


13.8 
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borrowers. Almost 70 percent of the fiscal officers at public f Qur-ryi^ar . 

' j\ .\ • . 

institutions indicated considerab'le -pr^some dff f iculty with ^this^^spect r;'" .'^ . 
of the program. • " . ? 

Administering Deferment Provisions ''U ■ 

^-l ': 

Borrowers are eligible for deferment of their- repayment' obli'ga- ■ -V^^ 
tion for the period of time that they are students In eligible insti->. 
tutions of higher edtjcation, and also for up to three years while ' [ 

serving in the military, Peace Corps, or yiSTA. ' ■ 

■ \ , ^ •" ' 

Fiscal officers were asked how much difficulty they experienced , . " 

in determining students' eligibility for deferment-; As can be'^een - 

from Table 8.5, almost three-quarters indicated little or no diffi- 

It 

culty in determining eligibility for deferment; 15.1 percent indi- 
cated, some difficulty, and a mere 1.1 percent reported considerable 
difficulty. Only minor variations occurred in responses to this item 
-when responses were classified by type and control of institution. 
As with te^^acher cancellation requests, untimely submission of 
requests for deferment have a deleterious effect on a school/s delin- 
quency rate. This is true because students who are eligible for de- 
ferment but fail to su^jmit the proper forms are considered delinquent 
for accounting purposes. - 

The data in Table 8.6 reveal that 12.4 percent of the institutions 
the ETS survey experienced considerable difficulty in receiving 
requests for deferment when due from borrowers and 49.5 percent expe- 
rienced some difficulty. Two-year institutions were more likely than 
other types to report that the^ item did not apply to them. 



\ 



.TABLE 8.5 


DIFFICULTY IN "DETERMINING ELIGIBILIH FOR DEFERIIENT 




JLUp ulLU LlULlcll lypc 


Considerable 
Difficulty 


Soma 
Difficulty 


Little or No 
Difficulty 


Does 
Not Apply 


No 

Response 


All TuQf ifnf 1 ftriQ 


l.U-^, 


15. U 

• 


n.2% 


6.32 


/ /or/ 


Universities 












Publir 




' 14.7 


■ 80.3 


2.5 


2.5 


riXVatc 


•5 ■ 


16.0 


73.8 


5.8 


2.9 


Four— Voar Tncf4liji^4nne 
X 












• 

rllDilC 


.•9 


13.0 


82.4 . 


2.8 


.9 


ri xvdLc 


^ 


* 


76.5 


• 

4.7 


2.5 


Pwo-Year institutions 












Public 


2.6 


15.5 


66.7 


7.8 


7.4 


Private 


.6 


13.8 


58.5 


15.7, . 


.11.3 



/ 



11? 
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■ TABLE '8.6' DIFFiaiLH EXPERIENCED^ITH ON-TDIE SUBMISSM OF REQUESTS FOR 
DEFERllENT BY TERMINAL BokoWERS 



Institutional Type 


Considerable 
Difficulty 


Some 
Difficulty 


Little or No 
Difficulty 


Does 
Not Apply 


No 

Response 


All Institutions 


12.42 




i'T . J/j 


o.o/» 




Universities 


• * 










Public X. 

>'■ 


15.6 


60.1 


17.2 


3.8 


3.4 


Private 


11.2 

J 


51.5 ' 


■ ?7 7 

LI * 1 


O.J 




Four-Year Institutions 

• 




A 




•> 


■ 


Public 


13.0 ■ 


64.8. 


17.6 


3.7 


.9 


Private 


12.0 

c 


' 50.2 


\ 

29.0 


* 

6.1 


2.7 


Two-Year Institutions 












Public 

■ . * 


12.9' 


45.6 


21.7 


12.3 • 


• 

7^4 


Private 


9.4 


24.5 


28.3 


25.2 


12.9 
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Adialnistering Truth-in-Lendine Provisions 

Under the Trut h-in-Lend ing provision^ of the Consumer Credit 
Protection Act lenders must make specif ic statements of disclosure 
regarding their finance charges • The* provisions of this act apply, to 
Natib.nal Direct Student Loajis. At the time a loan commitment is made, 
the borrower must rhe informed of the following: the amounx . of the loan, 
the anticipated, date on which the finance charge begins to a'ccrue, the 
annual percentage rate prior to the beginning of the repayment period 
* and during the repayment period, the amount financed through the trans- 
action, ^applicable cielinqueucy and default, charges , and provisions for 
acceleration of payment. In addition, at the time a repayment schedule 
is executed, the following statements must be made, to the borrower: the 
date on which the finance -charg.e begins to accrue, unpaid balances 
and the amount financed,^ finance charge (total interest- due during the 
repayment period), number arid ^amounts of repayment^, . total payments, 
due date and frequency 6f payment annual percentage rate,^ applicable 
delinquency and default charges, and provisions for acceleration of 
payment. • ' . ' ^ 

Institutional fiscal officers were asked how difficult it was 
for them to, comply with the truth-in-lending law as it applies to the 
. National Direct Student Loan Program. As shown in Table 8.7, the majority, 
^ (79.4 percent) of the responding institutions indicated that compliance 
. posed little or no difficuJ^ty, Only slightly more than 10 percent said 
they encountered some or considerable difficulty in complying. Variations 
in- responses to this item, when classified by type and control of insti- 
tution, were minor.. 



TABLE 8.7 DIFFICULH IN COI^PLYING WITH TRUTH-IN-L ENDING LAW 



Institutional Type 



Considerable Some Little or No Does No 
Difficulty Difficulty Difficulty Not Apply Response 



All Institutions 



Universities 



Public 
Private 



2.2% 



2.9 V 



1.5 



10.1 



5.8 



79. 4Z 



81.5 

84.0- \ 



4.87. 



2.1 
4.9 



5.5% 



3.4 



3.9 



Four-Year Institutions 

■Public '1.9^ 



Private 



3.3 



8.3 



8.8 



83.3 
78.5 



5.6 

:5.3 



.9 ■ 

% 

5.0 



Two-Year Institutions ' 



Public 



1.0 



6.8 



78.6 



4.5 



9.1 



Private 



1.3 



9.4 . 71.1 



6.9 



11.3 
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Administering Monthly Repayments 

The act establishing the National Direct Student Loan Program 
included a provision giving every borrower whose loan was made on or 
before November 8, 1965, the legal right to a full ten-year period in 
which to repay the loan in equal ancinual installments or in graduated 
periodic installments. Loans made after November 8, 1965, may be repaid 
in equal installments payable quarterly, bimonthly, or monthly^ as the 
institution decides. 

-One item on the questionnaire for fiscal officers asked the degree of 
-••difficulty encountered in maintaining billing records for borrowers with 
graduated repayment schedules. Only 3.8 percent of the schools in the 
^gjpdy indicated that they encountered considerable difficulty, and only 
13.3 percent reported some difficulty with this administrative aspect of 
the program. Table 8.8 shows that there was no appreciable variation 
among institutions in their responses to this question. -^proximately a 
third of the institutions in each of the various categories indicat-ed that 
the item did not apply. This may be due to the fact that these schools 
entered the National Direct Student Loan Program after 1965 and therefore 
had no borrowers .with graduated repayment schedules . 

Administering SEOG-NDSL Fund Transfers 

T\}e Higher Education Act of 1965 permitted institutions to use up 
to 2.5 percent of the initial year Supplemental Educational OpportuniO^ 
Grant (SEOG) funds paid to it for the fiscal year as an additional 
federal capital contribution for the National Direct Student Loan Program. 
In effect, this allowed the institution the flexibility of transferring 25 



TABLE 8.8 DIFFICULTY IN MAINTAINING BILLING RECORDS FOR NDSL BORROWEitS WITH 

GRADUATED REPAYMENT SCHEDULES ' 
— — ^ \ L 



Institutional Type 



All Institutions 



• 1 

Considerable Some Little or No Does 



Difficulty Difficulty Difficulty Not Apply Response* 
13.32 ,44.52 34.02 ^.5% 



3.82 



Universities 
Public 

I 

Private 



3.4 



4.9 



12.6 



8*. 7 



54.2 
49.0 



27.3 2.5 

35.4 ^ 1»9 



Four-Year Institutions 
Public • 
Private 



Two-Yea r Institutions 
Public 
Private 



2.8 ; 

•3.1-.* 



4.9 
4.4 



19.* 



13.3 



14.6 
12.6 



47.2 



42.0 



40.5 



37.1 



I 



29-.6 



38.4 



32.7 



34.6 



3.3 



•4 



7.A 



11.3 



11 
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perccat of its SEOG fund to the NDSL Program, Institutions electing to 
make this transfer were expected to maintain separate accounting records 
for loans made with transferred SEOG funds* 

One of the questions posed to fiscal officer-s as part of tlie ETS 
study asked how much difficulty they experienced maintaining separate 
accounting records for National Direct Student Loans made with trans-- 
f erred SEOG funds • Their responses to this question are summarized in 
Table 8.9. Fewer than 5 percent of the fiscal officers reported either 
considerable or some difficulty with this aspect of the program; 18.5 
percent indicated little or no difficulty. Almost th ^e e- quar t er s 
indicated that the item did not apply to them, which suggests that 
most institutions did not transfer SEOG funds to the NDSL Program in 
19 72-73. 

Preparing Fiscal Operations Reports 

At the close of each fiscal year, institutional financial- aid and 
fiscal officers are required by the United States Office of Education to 
submit an NDSL Fiscal Operations Report, Comprehensive and detailed, it 
must be prepared within a fairly constricted time frame. 

Fiscal officers were asked to assess the degree of difficulty they 
experienced in preparj^ng these reports, and about half the institutions 
reported considerable or some difficulty. The data in Table 8.10 indicate 
that somewhat higher percentages of public institutions encountered 
cons ide't'ab le or some difficulty in preparing these reports than did 
private institutions, perhaps due to larger financial aid populations. 



r 
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TABLE 8.9 DIFFICULTY IN MAINTAINING SEPARATE ACCOU?n:iNG RECORDS FOR NDSLS MADE 
WITH TRANSFERRED SEOG FUNDS 



Institutional Type 


Considerable 
Difficulty 


Some 
Difficulty 


Little or No 
Difficulty 


Does 
Not Apply 


No 

Response 


Ail institutions 




3.3* 


18. 5Z 


72. 2Z 


5.2Z 


Universities 












Public 


.8 


3.4 


16.4 


76.1 


3.4 


riivace 




1.5 


16.5 


78.1 


2.9 


Four-Year Institutions 












Public ■ 


.9 


2.8 


20.4 


74.0 


1.9 


Private 


.6 


3.5 


19.0 , 


73.5 


3.5 


Two-Year Institutions 












Public 


1.3 


3.2 


20-. 1 


67.0 


8.4 


Private 


•6 


4.4 


17.6 


64.8 


12.6 




II 
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TABLE 8.10 OIFnCULTY IN PREPARING NDSL FISCAL OPERATIONS REPORTS 



Institutional Type 


Considerable 
Difficulty 


SojBe 
Difficulty 


Little or No 
Difficulty 


Does 
Not Apply 


No 

Response 


All Institutions 


10.52 


AO. 77 








I 

Universities 




* 








Public 


14.7 


47.5 


34.0 


1.3 


2.5 


Private 








O 


# 

2.9 


.Four-Year Institutions 










J 


Public 


12.0 


46.3, 


39.8 




1.9 


Private 


8.8 


42.0 


•45.1 


.1.6 


2.5 


t 

Two-Year Institutions 












Public 


8.1 


38.5 


44.3 


.7 


8.4 


Private 


8.2 


37.1 


40.9 


2.5 


11.3 
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Retaining Staff 

When asked about the difficulty they experienced in retadkning 
professional staff responsible for NDSL billing and collection, 56«6 
percent of the institutions in the study indicated that they had little 
or no difficulty in this area, 2»6 percent reported considerable dif- 
ficulty, and 11.3 percent expressed some difficulty (see Table 8«I1). 
About 25 percent said the item did not apply to them. It is probably true 
that most of the respondents who checked that the item did not apply were 
using commercial billing services. 

Retention of clerical staff responsible for NDSL billing and 
collection appears to have been somewhat more of a problen (see Table 
8.12). Approximately one respondent in five (19.8 percent) reported 
considerable or some difficulty in this area. Public institutions of 
all types appear to have had more difficulty retaining clerical staff than 
did private institutions. ^ 

Maintaining, Contact with Borrowers 

As shown in Table 8*13, maintaining contact with borrowers between^ 
the time they left the institution and 'the time the ^^tg^ payment was 
due posed considerable difficulty for 9.6 percent of the institutions 
and some difficulty for 46.1 percent of the institutions in the ETS 
study. Public institutions apparently had more difficulty than private 
institutions; 11.3 percent of the public universities reported con- 
siderable difficulty, compared to 4.4 percent of the private univec- 
sities. Similarly, 10.2 percent of the public four-year institutions 
compared to 5.9 percent of the private four-year institutions indicated 



TABLE 3.11 •piFFICVLTV If' RETAINIX ?ROF£SSK);;aL STAFF RESPONSIBLF FOR N^DSL llllVX 
AND COLLf:CTION' ' • . ' 



Institutional Type 



No 



Cor.siderable Sor^ Little or No Dogs 
Difficulty Difficulty Difficulty Not Apply Response 



All' InstitQtions 



^6: 



u.3r. 



56.6: 



!5.i; 



les 



Public . 



Private 



3. A 
1.0 



13.5 



9.7 



63.5 



64.1 



17.2 



2.5 



0 f 



•our-ie 




nstituricns 



6.5 



0 0 



1.4 



57./, 
54.7 



0? 0 



2H.8 



1.9 
2.9 



0 



w r ■ 

TABLE 8.12 DIFFICULTY IN RETAINING CLERICAL STAFF RESPONSIBLE PGR NDSL BILLING AND 
COLLECTION 



' Institutional Type 



Considerable Some Little or No Do^s No 
Difficulty Difficulty Difficulty Not Apply. Response 



V ■ -T 

All Institutions 

* 


4.0Z 


' 15. 8Z . 


51. 6Z 


24. 2Z 


4.4Z . 


4 

Universities ^ , c 












Public 

f 


5.0 


23.1 


54.4 


10.5 


2.9 


Private 

1 

\ ' 


3.9 




53.4 


28:^6 


1.9 


Four-Year Institutions 












4 

Public 


9.3. 


22.2 - 


53..?' 


13.9 


.9 


Private 


.3.7 

T 


12.9 


50.8 


29.4 


3.3 


Two-Yea r Institutions 




* * 




V 




Public 


3.2 


• 16.2 


51.1 


"22.3 


7.1 


' Private , 




' 13.2 • ■ 


42'. 1 


34.0 


9 

10.7 



ERIC 
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TABLE 8.13 DIFFICULTY 111 MAINTAINING COttlACT WITH BORROWERS BETWEEN THE TIME IHEV 
LEAVE INSTITUTION AND THE TIME FIRST PAYMENT IS DUE 



Institutional Type 


Considerable 
Difficulty 


Some 
Difficulty 


Little or No 
Difficulty 


Does 
Not Apply 


No 
Response 


All Institutions 




46.17 


JJ . i/a 


A Q7 


A 9V 

% 


Universities , 












Public. 


11.3 


46.2 . 


36.6 


3.8 


2.1 - 


Private 


4. A 


50.0 








Four-Year Institutions 












Public 


10.2 


55.6 


* 


^ .9 


.9 


Private 


5.9- ' 

n 


41.8 . 


44.7 

f 


5.1 


2.5 


Two-Year Institutions 






J 






Public 


17. 


50.8 


18.5 


5.8 




Private 

— „ — „ — ^ 


8.2 


39.0 


35.2 


6.3 


11.^ 



ERIC 



considerable dif f iculcy Public' two-year; institutions apparently had 
the most difficulty maintaining contact with borrowers. Within this 
group, about two-thirds (68.6 percent) reported considerable or some 
difficulty. n ' 

Locating delinquent borrowers appears to have been a common problem 
across all institut ional, types. Table 8.14 reveals that 31*1 percent of 
all institutions in the study encountered considerable difficulty in 
locating '3elinquent borrowers and almost half (49.7 percent) reported 
some difficulty. , Public institutions had more difficulty locating 
delinquent borrowers than did private institutions. ^ * 

In 1976 the United States Office of Education announced the avail- 
ability of a National Defense Loan Skip-Trace Service. To use this 
service, institutions submitted to the Office of Education IBM punch cards 
that bore the names and social security numbers of lost NDSL ^borrowers . 
The Office of Education used these cards in ^ computer match with Internal 
Revenue Service files to extract t^l^ borrowers' current addresses. It 
then forwarded to the .institutions lists of the borrowers' names and 
addresses. 

The data In Table 8*15 indicate that 45.1 percent of all insti- 
tut ions in the ETS study did^ not make use of the skip-trace service. 
Only 21.9 percent found the service either very effective or fairly 
effective; 16.6 percent reported that the service was seldofa effective. 

Contacting delinquent borrowers' parents seems to have been an 
effective method for^ locating delinquent borrowers. Of all of the 
institutions included in the ETS study, 19.2 percent said this method was 
very effective and 52.7 percent said it was fairly effective. Public 



TABLE 8.14 DIFFICULTY IN LOCATING DELINQUENT BORROWERS 



Institutional Tvne 


' Considerable 
Difficulty 


Some 
uxii icuxcy 


■ Little or No 
uirricuity 


Does 
Not Apply 


No 

Response 


All Institutions 


31.12: 


* 


49.72 


9.7Z • 


5.1Z 


4.42 


Universities 
Public 


• 37.0 




* 

51.3 




3.4 


\ 

L 


Private 


11.1 


• 


51.9 


11.7 


5.3 


3.4 


Four-Year Institutions 












a 

\ 


Public 


33.3 




56.5 


6.5 , 


1.9 


1.9 


Private 
Two-Year - Institutions 


29.2 


♦r 


53.7 


11.8 


2.9 


2.5 


) 

Public 


' 36.9 




43.0 


5.8 


6.5 


' 7.8 


Private . 


19 .'S 




40.3 

1 


' 15.1 

1 


14.5 


10.7 , ' 



123 



TABLE 8.15 EFFECTIVENESS OF FEDERAL SKIP-TRACE SERVICE IN LOCATING DELINQUENT NDSL 
^ BORROl^RS 



Institutional Type 



Very Fairly Seldom ' 
Effective Effective Effective Not Us.ed No Response Totals 



All Institutions 



4.9X 



17. OK 



16. 6r 45. IZ . 16. 4Z lOO.OZ 



Universities 
Public 
Private 



5.9 



5.8 



26.1 



20.9 



26.5 



18.9 



31.9 



41.3 



9.7 



100.0 



13.1 100.0 



Four*Year Institutions 



Public 



Priv«[t€ 



Two-Ye<hr 



Institut'ions 



Public' 
Privace 



6.5 
5.^ 



3.6 
2.5 



14.8 
14.1 



16.2 
10.7 



18.5 
14.5 



13.9 
8.2 



50.9 
51.6 



46.6 
43.4 



9.3 
14.5 



19.7 
35.2' 



100.0 
100.0 



100. a 

100.0 
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two-year Institutions werejmore likely than other 'types of Institu- 
tions not to use this particular method; overall, however, public 
institutions were more likely than private institutions to find it a very 
effective or fairly effective method (see Table 8.16). 

In** attempting to locate delinquent borrowers, some institutions 
work through their alumni offices, which typically maintain mailing 
lists of alumni. More than one-third (37*6*' percent) of the schools in 
the study reported tha^ the alumni office was either a very effective 
or a fairly ef^ectiva resource in locating delinquent NDSL borrowers. 
Somewhat more than one^quarter (2;6.9 percent) of the institutions 
surveyed reported, that use of the alumni office was seldom effective, 
and almost one-quarter (23.2 percent) reported that they did not use 
this particular method. The data in Table 8.17 reveal that private 
institutions were ;iior^ .likely than their public counterparts to report 
that^ the 'alumni offic-e v^s very effect Jjr^ or faixrly effectjive in locating 
delinquent NDSL borrowers. * ^ \ ^ 

^Attempting to locate NDSL borrowers thorough **Dhe -institution* s 
placement office is a less frequently used method than tracing theTi>' 
through the . alumni office. Of the institutions surveyed, AA.l percent - 
reported that they -did not attempt to locate de-Linquent NDSL borrowers 
through their placement offices (see Table 8.18). .About one-quarter, 
(25.6 percent) reported that utilization of the college placement office 
was seldom "Effective in locating deliftqiient borrowers. Only 16.7 percent 
reported that the placement office was very or fairly effective for this 
purpose. ^ ^- 



TABLE 8.16 EFFECTIVENESSkOF CONTACTING PARENTS OR GUARDIAN TO LOCATE 
DELIQUENT ND» BORROWERS 



Instltiitlonal Type 


Very 
Effective 


Fairly 
Effective 


Seldocjf 
Effective 


Not Used 


No ResDonsG 




All Institutions 


19. 2Z 


52. 7Z 


13.8: 


' 2.9: 


11.3: 


ipp.o: 


Universities 




i 










' Public 


21.0 


62.2 


9.7 


2.1 


5.0 




Private 


• 15.5 


54.4 


17.0 


' 4.9 


. 8.3 


.ioo.o 


Four-Year Institutions 






■> 








Public 


28.7 


I 

51.9 


12.0 


3.7 


3.7 


100.0 


Private 

^ ■ 


21.2 


' 54.7 


14.1 


1.8 


8.2 ' 


loo.a 


Two-Yeaf. Institutions 














Tub lie • 


•■16.2 


45.6 


16.8 




16.5 


100.0 


. Private 

* » 


• 'lA.5 


44.0 


11.3 


' 0.6 


29.6 


100.0 
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TABLE 8.17 EFFECTIVENESS OF ALUMNI OFFICE IN LOCATING DELINQUENT NDSL BORROWERS 



Institutional Type 


Very 
Effective 


Fairly 
Effective 


Seldom 
Effective 


Not Used 


No Response 


Totals 


All Institutions 


8.3: 


29. 3Z 


26.9: 


23.2: 


12.3: 


;oo.o: 


1 

Universities 














Public 




28.6 


38.7 


21.4 


5.5 


100.0 


Private 


12. 1. 


39.8 


30.1 


10.2 . 


7.8 


100.0 


Four-Year Institutions 














Public 


- 8.3 


27.8 


AO. 7 


18.5 


4.6 


100.0 


Private 


1A.3 


43.7 


25.7 


8.1. 


8.1 


100.0 


Two-Year Institutions 


f 












Public 


.7 


6.5 


■ 

15.5 


• 

58.3 . 


. 19.0 


100.0 

♦ 


* 

Private * 


;3.8 . 


19.5 


20.8 


23.3 


. 32.7 


100.0' 



TABLE 8.18 EFFECTIVENESS 



Institutional Type 

Airinstltutlons 

Universities 
Public 
Private 

Four-Year Institutions 
Public 
Private 

[Vo-Year Institutions 
- Public 
Private 




1.3 

2.4 



V' 

V 



5.6 , 
2.9 



35 




^9 
'9 



6.3 
9,7 



6.5 

10.9 



lOO-' 
lOO-' 



I 
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A amall proportion of the institutions (9.6 percent) reported 
thst driver's license agencies were very effective or fairly effective 
in locating delinquent NDSL borrowers (sec Tabic 8.19). Almost two- 
thirds (66.3 percent) of the schools surv^syed reported that they did 
not use such agencies* Private universities and private four-year 
institutions were the least likely to use them. 

The 1967 NDSL manual suggested that institutions might wish to 
contact the armed forces in their efforts to locate delinquent NDSL 
borrower*. As shown in Table 8.20, some 11.5 percent of the institutions 
surveyed reported that this was a very effective mathod in locating 
delinquent borrowers, and X-3.5 percent said it was fairly effective. About 
one-third said the method was seldom effective. 

Only 9.4 percent of the fiscal officers surveyed said that contacting 
the^'Merchant ' s Retail Credit Association was a very effective or fairly 
effective method for locating delinquent borrowers; about two-thirds said 
they did not ,u.se this method at all. The data in Table 8.21 indicate no 
major variations in the patterns of responses to this item. 

Some institutions try to locate delinquent borrowers by contacting 
schools to which the borrowers' grade transcripts have been sent. Table 
8.22 shows that, among the institutions surveyed, 6.3 percent said this 

was a very effective way to locate delinquent borrowers, and 2U*b percent 

/ 

t 

said it was a fairly effective method. Public institutions were more 
likely than private institutions to report that the technique was very or 
fairly effective. More than one-third of the respondents reported they 
did hot use this method at all* 
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TABLE 8.19 EFFECITVENESS OF DRIVER'S LICENSE AGENCIES IN LOCATING DELINQUENT 
NDSL BORROWERS 



Institutional Type 


Very 
■Effective 


Fairly 
Efftctlvc 


Seldom 
Effective 


Not Used 


No Response 


All Institutions 


1.92 


7,.7Z 


9.8: 


66.5: 


14.2: 


Universities 








\ 




Public 


A. 6 


9.2 1 . 


12;. 7 


63.9 


7.6 


Privatp 


1.5 


5;8 


8.3 


74.8 


9.7 


Four-Year Institutions 


N 

f 










Public 


3.7 


5.6 


16.7 ■ 


64.8 


9.3 




» 








Private 


.A 

✓ 


5.9 


8.4 


73.9 


11.4 


^ . • t 

Tvo-Year Institutions 












Public 


1.6 


12.3 


8.4 


59.0 


18.8 


Private 


1.3 ' 


5.0 


7.0 


53.5 


33.3' 



* 
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TABLE 8.20 EFFECTIVENESS OF ARMED' FORCES IN LOCATING DELINQUENT NDSL BORROWERS 



Vfry Fairly ' Seldom 
Inttitutlonftl Typr Effective Effective Effective Not Vtci No Reipon»c 



All Infltitutlons. 


11. s: 


13. 5t 


3A.o: 


0.1! 


,41. or. 


Uolvcrsltlcs' 












Public 


16.0 


18.5 


3fi.7 


0.4 


26.5 ■ 


Private 


11.2 

« 


U.l 


41.3 


34.0 


— 


Four-Year Institutions 












Public 




17.6 


36.1 


32.4 




Pr;lvatc 


U.5 


12.7 

\ 


34.5 


■38.4 




Tvo-Year Institutions * 


• 


1 • 








Public 


A'. 5 


11.7 


29.5 


4 ^ 


54.4 


Private . 


7.6 


15.7 


40.3 


0.0 


100.0 



I 
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TABLE 8.21 EFFKCTIVKN'ESS OF WMANT'S RETAII. CRF.DIT ASSOCIATION IS LOCATING 
DKL1NQUF.NT NDSL BORROkT.RS 



Vtry FalrJy Seldom 
Initltutlonal Typ<» Efffctlvp Effective Kffrcclvc Nor Unrd No Rcnpon-.r 



All InitUutlonn 1.3Z 8.i: 10.?: 6S.5: 14.3! 
Untversitleii 

P^^l'lc 2.1 10.1 15.6 66;8 3.S 

Pj^^vnte 1. 5 7. 3 16.5 89. 3 100.0 

r 

Four-Ycir Institutions 

\ 

— u.i 9.3 70.4 

Pf^vntc 1.2 8.3 . 11.6 69.6 ' 11.-2 

Tvo-Ycar Inst i tut l<?ns j 

Public 1.0 9.1 7.^ ' 63.4 19.1 

' .. P^'vato 1.9 12.0 20.5 " 64.2 100.0 



TABLr 8.:: KFrr.cTutNKSs^ of instititio}/!; to which am. TRAiiscRu^:; luvr. bkkn 

$m IN li5CATINC DELIN'QCKNT mi RORRDWKKS 



Vpry Fairly Sridora 
InnllutlonAl Typt Effrrclvr F.ffrrtlvr Fffrctlvc Not Hrtrd No Rrnponnc 



AU InitUutlonn 6.1! :;.f,: 19.^1 ^/r. U,^l 
L'nlvcfgit Icn 

PuMlc 7\\ ?f,.9 21 .0 , 38.2 6.7 

Private ^.4 18. Q 25.2 39. S 11.7 

Eour-Vc.ir tnntltut ions 

Pui>llc 8.3 J9.f. 25.0 .29.6. 7.; 

Prlvntc S.]^^ 24.7 19.: ■ 3R.4 jo.S 

Two-Ye.ir Inst Itut Inns 

PubJ^c ^ 7.1 26.0 ih.p 29.1 20.:' 

^'rlv.uc^ 6.Q 20.8 1',. 7 22 .6 34.0 



ERIC 



y 

■ •• , -126--- ■ ■ ■ J ' ■ 

■ In summary, fiscal • off icers surveyed rep&i^t**' that the most effective 
method for locating delinquent NDSL borrowers was contacting their 
parents. The next most effective way was contacting the alumni office, 
followed by contacting institutions to which delinquent borrowers had had 
their grade tfans.cripts sent- The least, effective methods appear to have 
been contacting the college placement office, driver's licens^^agencies, 
and the retail credit association* "^ , ^ 



CHAPTER 9 

RELATIONSHIPS BETWEEN ADMINISTRATIVE. PRACTICES 
AND ANNUAL INSTITUTIONAL NDSL DEFAULT 'RATES. 

. The Default Problem 

Borrowers who default in their National Direct- Student Loan repay- 
ments pose a problem that' is of concern to the Congress, the United 
States Off ice .of Education^ and the financial aid community. By their 
failure tp repay their loans, .delinquent borrowers deny loan funds and 
thus, to some degree, educational opportunities to successive genera- 
tibns of students, becausS** loan defaults (and associated lost interest 
revenues) minimize the possibility that the NDSL Program can achieve 
revolving fund status* 

One. of the main purposes of this study was to investigate the 
extent and magnitude of the NDSL def aul t * ra te . The National Direct 
Student Loan Program has how been iu. operation for , almost twenty years.'' 
As Gale and. ^loran. noted in their unpublished report Collections and 
Deli^uency in the Nat ional :Def ense Student -Loan Program: 1958-68 , 
the number of loans advanced under the program increased during the 
first decade, and the problem of collecting outstanding loans became more 
complex. As time passes, more borrowers enter the repayment stream and, 
even if the percentage of delin-quent borrowers remains constant, the 
dollar vo*lume of delinquent accounts rises. 

Both the Office of Education and Congress have taken steps to 
lower the default rate. Program officers and OE regional' of fices have 
given and are continuing to give particular attention to the problem of 




delinquency in the orientat ion visit s. for financial aid ^ personnel as 
well as during the course of their program reviews. In addition, the 
default problem has been the topic, of a number of Office of Education 
workshops and seminars. Congress has acted to improve collection efforts 
by amending certain provisions of the National Defense Education Act* 
For "example. Congress has made provision for NDSL loan funds to be used 
for routine administrative expenses and for collection costs, has. made 
provision for minimum monthly payments , and has made a provision that 
allows institutions to assess l^te charges against borrowers wlio fail to 
p,ay' all or any part of their installments when due«^ ^ 

Default Rates « . ^ 

Despite the above-mentioned efforts, the NDSL default rate contitiues 
to be of concern* Over the years, thp delinquency, rate for the National 

* ■ - " ^ ■ 

Direct Student Loan Program has been interpreted and computed in a number 
of different wfys*. Typically the NDSL cumulative default rate is computed 
as a" ratio rof the cumulative amount of delinquent f^nds to total re- 
ceivables* Total receivables are defined as the sum of total cash 
received, principal canceled, payments deferred, and amount delinquent 
(all cumulative figures)* This ratio, when expressed as a percentage is 
known as the delinquency or default rate*- 

Chap.ter 2 outlined the- general methodology for the ETS study. It, 
was noted' that data for the studly were obtained from two separate 



^Moyl- recently , the Of.fice of Education has defined "due diligence' 
mpre specifically in regulations* . . . * • 



questionnaires. The first, Form I, was completed by institutional 
nancial aid officers and the second. Form II, was se^it to-* institutional* 
• fiscal of f icers. Each institution's default rate was computed from its 
responseOto item 30 of the latter, questionnaire . This item asked the 
fiscal officer to enter selected information from the institutional Fiscal 
Operations Report for the Educatilfnal Opportunity Grant, College Work- 
Study, and National Direct Student Loan- programs for fiscal year 1972: 
(1) loan principal Collections for the period July 1, 1971, to June 30, 
.19 72; (2) accounts past due , as of June 30, 19Z2, f or 120 days or less and 
accounts past due for 121 days to one year as of June 30, •1972* The data 
reported by 'th« institut ions Were* used to -compute an annual delinquency 
rate for each institution in the ETS s^tiidy . \jhe,. f oriflula f or computing the 
annual delinquency rate was as follows; 
Annual delinquency rate = Accounts past: due one' year' or less • ■ 

Principal collections for year plus accounts 
past due one year "or: less ' 
It should be noted thcit anniial default or delinquency rates 
rather than rates calculated from cumulative data — • were utilized in 
the ETS study, because these rates were thought to be more responsive to 
administrative practices in fiscal 1972, when the data were collected. 
Annual delinquency rates computed in this manner would typically be 
somewhat higher 'than cumulative delinquency i:^tes for two reasCns. 
First, the annual delinquency rate includes amounts in arrears for between 
1 and 120 days. In contrast, cumulative delinquency rates typically 
include only amounts that are delinquent for more than 120 days* 
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In the jannua'l delinquency rate formula does not 



Include amounts of ^jufincipal canceled -or defer^d|« 'Inclusion of these 



^'amounts in the denominator would^ of course, lower 'the , default Ratios- 
After ari annual delinquemry rate was computed for each institution, 
distributions of institutional annual delinquency, rates /were prepared 
by type and control of ^'stitutio'n. • From these distributions, median 
values were determined by type • of . institution. These values appear -in 
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TABLE 9.1. >IED IAN. ANNUAL INSTITUTIONAL NDSL» DEFAULT RATES BY TYPE 
of' INSTITUTION 1 ' ' ' ' ' ' 



Type of Institution 



. Median /Annual NDSL Default Rate 
ClX during FY 1972 



All Institutions 



13.5% 



Universities 

Public , ^ 

Private 

« 

Four-Year lusCitut icfns 
Public • 
Private 



10.9 



13.9 



15-.1 
11.8 



Two-Year Institutions 
Public 
Pfivate 



2A.7 
13. '9 



ERIC 



T4t 



T^e data in Table 9*1 reveal that the median annual NDSL default 
xatcj^fc^r all institutions in the ETS study was 13*5 percent in fiscal 
jr^ar 1972. Public universities had the lowest median annual NDSL 
default rate (10.9 percent). Public two-year institutions had the wo^rst 
overall default rate when measured at the median — almost i5 percent ~ 
suggesting special efforts'were needed at these schools to reduce 
defaults. ' ^ 

Table 9*2 provides additional de.tafl about the distributions of 
annual default rates by type of institution. Default rate percentiles 
are also shown in this table; for example, 90 percent of all institutions 
had default rates in FY 1972 of 38/7 percent or less. • Conversely., 
.J.0 percent of all' institutions hkd default rates of v 38.7 percent or 
mor^e. Ten percent of thfce. responding schools had default rates of less 



than 4*6 percent. Particular attention should be paid to the .percentiles 

\ • • ^ . . - ' 

because", as measures of. central tendency, median^ mask variability. 

^ . ^ - ' ' • 

Inspection of the percentiles suggests that the collection experiences of 

both two-year private and i:wo-year public institutions were comparably 

< 

poorer th^n for Other types of institutions- - 

XdministraLive Practices and Default Rates 

One of the major- purposes for undertaking the present study was to 
an^ly^ the relationships between certain administrative practices and 
institutional characteristics and institutional delinquency rates. This 
section presents ^ analysis of these relationships in an effort to 
answer a number of Questions, such as: What is the relationship between 
conducting exit inte^iews and delinquency rate? What is ^he relation- 
ship between using a billing service and delinquency rate? What is the 



Default 
Rate 



Mean Rate- 
Median Rate 



TABLE 9.2 DISmBUTIONS OF ANNUAL NDSL DEFAULT RATES BY TYPE OF INSTITUTION FY 1972 



All Institutions 



Universities 



Four-Year 



Public > Private ■ ^Public 



Private 



Public. 



iii^Year 



Private 



9or 


- over 


7 


■ .6 


80- 


89 


9 

* 


.8 


70.- 


79 .. 


11 


.9 


60- 


69 


23' 


1.9 


'50- 


59 


20' 


I] 


40- 


49 


44 


3.7 


^30- 


39 


77 


. 6.t 


20- 


29 






10 - 


19 


421 


35*9 


.0- 


9j 


386 


32.9 



N Pepent N Percent N Percent N Percent N Percent N Percent u Percent 



.6 . 0 
1 



.18.4:5 
13.52 



/ 




14. 5Z 

io;9: 



14.9Z 
13.9Z 



Selected 












Percentiles 


t 








:90th 


38.7Z\ 


. lUl ' 


■ im 




30.n 


75th 


lU 


18.3 


, 20.0 , 


.. 21.1 


■ 18.5 


50th 


13.5 


10.9 

^ ' 6.8 


13.9 


15.1 • 


, 11.8 


25ch 


■ 7.9 




8.7 


• 7.3 


10th 


■ , 4.6 


4:6 




3.8 


4.3 
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relationship between ^ i*^ . ""^^ "'='linquincy rate^ ^.s 

the relationship ^etV^ ^^p^-^ grade transC^^^P^s 

delinquency rate.? 

After an annual de^^ < / ^ ^o^^"^ for each insti«^""^H^ ^ 

jt^^. ^nua:i^ 

distribution of insti*^ \i ^ , 'i^ii^^'^^^^cy rat^s was P^^^^^t a- 
Based on this dtstr 
intermediate, or high^d^^ 



Low Delinquency K^'^'X^ It» ""^^ delinquency ^^^^^ 

below the 25th P^^ \e ^ "^^1.^ 

.^'^\ Rate 

Intermediate ^^Kl^''''\^\xc1 . «^he ^ io^/o th'^i^J^,^ - cb del^^^ 
quency rates r^f? ^ 75th ercent^^^^ 

(middle 50 pgrcei^*' . 

^^^^ .stit^ • . 

. High JDelinquenc/ /(^"P ^ ^ "^V^ ^^^0^'''^^^ ^^tes ahove '^^^ 
75th perceivtile 

After each instit^tic*' ^ ^^i^*^ ^ ^elinqu^^jcy r^*^^* 

sponses to selec"^ it^ ^ tl^^ ^^^^n^^""^ iristttutio*^^^ ^^^^al 

^t^^ linqvi ■ ■ 

officers were cross-tabiJ^ , \^.^ ^Ci. ' ^j^'^^SOty . 

* ' ^^\. 
For each table, ^ ' ""^t^Uted f^o^ the ^^^^^^^tXeV 

distribution to detertf^ \ p^'^^ cf'^^ ""^^ obtained dist^^^^^^^^^^ 

would occur by chanca* ^-'^^ , /' . 

Exit Interview and ngliili^ . 

^ ^ ^"'^ b 

The 1967 manual ^^^^^^"^^^^ tor .the NDSl> 

f 1 ' ^ 

indicated that /hhe sel^ - ^ ^e^^^a^s should he niade ^i^^^ 



yS \^ chey 

interviews yith borro^^ , ^^^'t ''^^ ^^^ituti^n- "'^''^^1 

stressed the impottance S gjC^^ ^^:S,gV>^''^ting that the ^^"^^ "^X^^ 



which it was conducted would determijie In large m^a^ure the ins tl tut long's 
success in collecting repayments • . ^ ^ ^ 

The major purposes of an exit interview are to indicate the exact 
amount of the student'^s total borrowing, to seleQt and ^^ecord a payment 
plan, to stress the importance of promptly meeting the sche^le obliga- 
tlons, and to i&ake certain the institution bas adequate data to enable 
it to keep in touch with the borrower during the repayment years* The 
manual encourages institutions to ask borrowers to verify their permanent 
mailing addresses and to remind them of the obligations of promptly 
notifying th'e ins t it ut ion^ of . any change of address* Institutions are 
encouraged to hold exit interviews not only to impress upon borrowers 
the importance of ttieir repayment obligations, but also to collect 
personal data for use in future tracing of delinquent borrowers. 

The findings sshown in Table 9.3 underscore the importance of 
conducting exit interviews with graduating borrowers. Data in the 
table indicate that more than 96 percent of the institutions in the low 
delinquerjcy rate group conducted exit interviews with substantially all 
^^raduating NDSL borrowers . 

Many institutions find it difficult to arrange exit interviews 
with students who drop out before graduation, because frequently these 
students leave the schools with little or no advance notice. 'This 
observation is substantiated by the data in Table 9.4, which show that 
only 67.8 percent of the low delinquency rate institutions held- exit 
interviews with most dropouts. Moreover, the data suggest there is a 
strong and significant relationship between conducting exit interviews 
with dropouts and delinquency rates. Institutions with low delinquency 



rates were aore likely to haye conducted exit interviews with dropout 

than were those with high delinquency rates. 

■ 

TABLE 9.3 RELATIONSHIP BETWEEN CONDUCTIIC EXIT INTERVIEWS 
' WITH GRADUATING BORROWERS AND DELINQUENCY RATE 



DeliTiquency Rate 



y Iten: Did your institution 
^ conduct exit interviews in 

1972-73 with graduating 

NDSL borrowers? 


Low 
(bottom 
quarter ) 


Intermediate 
(middle 
50 percent) 


High 
(top 
quarter) 


Yes, in substantially all 








cases 


96.62 


91.22 


S3 . 92 


Yes, in some cases 


3.6 


6.3 


12.4 


No ' 


0.3 


1.6 


2.2 

1 


No response 


0.0 


0.9 


0.6 


TOTALS 


100.0 


100.0 


100.0 


Chi square - 28.2; p <, .001 with 6 degrees 


of freedom 




TABLE 9*4 RELATIONSHIP BETWEEN CONDUCTING 
' DROPOUTS AND DELINQUENCY RATC 


EXIT INTERVIEWS 


WITH • 


Delinquency Rate 


Item: Did your institution 
conduc t exit interviews 
with 1972-73 with dropouts? 


Low 
(bottom 
quarter ) 


Intermediate 
(middle 
50 percent) 


Hiph 
(top 
quarter) 


' ^ ^ ^ 

Yes, in most cases. 


67.82 


61.8%_ 


51.8% 


Yes, in some cases / 


29.5 


31.7 


36.9 


No 


2.4 


4.6 


6.9 


No response 


0.3 


1.9 


4.4 


TOTALS 


100.0 


100.0 


100.0 



Chi square - 27.9; p _< .001 with 6 degrees o£ EreeJo'n 
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The 1967 NDSL manual states that exit Interviews should be conducted 

on an Individual basis, but institutions wich a large number of departing 

borrowers may find it expedient to precede lnterv:^ews with group sessions 

for the purpose of explaining such general mact^exs as the repayment 

procedures required of all borrowers and the conditions for deferment and 

cancellation* ' 

The data in the following table indicate no strong or significant 

r 

relationship between the method of conducting the exit interview and 

V - 

the delinquency rate. There was little difference among institutions 
^fcl^sslf ted by delinquency rate in the percentages that held exit 
in'tervd.ews on an individual basis and in group sessions- This finding ^ 
suggests i^t is not too importaht how the exit interview is conducted, so 
long as it Is conducted- 




TABLE 9.5 RlilATIONSHIP BETWEEN METHOD OF INTERVIEW AND 
; DELINQUENCY RATE * 



m 


Delinquency Rate 




Item: How are exit- interviews 
conducted with most NDSL 
borrowers ? 


Low 
(bottom 
quarter) 


Intermediate 
- (middle 
50 percent) 


H i sh 
(top 
quarter) 


Individually 


76-0% 


75.3% 


, 78.8%. , 


In group sessions 


21^6 . 


20.7 


■ 15.7 


Do not conduct exit interviews ^ 








with most NDSL borrowers 


0.0 


0.7 


0.4 


No response 


2.4 


3. -3. 


5.1 


TOTALS 


100.0 


100. 0 


100.0 - . 

-. . 



Chi square » 8-9; p ^ -18 with 6 degrees, of freedom 
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.Fiscal officers were asked if the repayiaent schedule was discussed 
during Che ^xit- Interview. The responses to 'this question, when c^ssi- 
fied by delinquemry rates» indicate a significant relationship between 
discussing the ^repayment schedule dur ing the interview and an institu- 
tion's annual 'delinquency rate (see Table 9.6). Institutions with low 
de^nquency rates were more llke^ly to discuss the repayment schedule 
with most borrowers than were institutions wi^h high delinquency rates* 



lABLE 9-6 RELATIONSHIP BETWEEN DISCUSSING REEAYMENT SCHEDULE 
WITH THE BORROWJIR AND DELINQUK^KY RATE. 



De 1 inquency Ra te 



Item: Is a .schedule of 
repayment discussed during 
exit interviews? 


Low ^ 
(bottom 
J quarter) 


Intermediate 
(middle 
=50 percent) 


HiRh 
(top. 
quarter) 


Yes, in most cases 


97. OZ 


94.22 


90.12 


No 


0.9 


1.8 i 


1.5 


No response 


0.6 


■ 1.8. 


3.6. 


TOTALS 


100.0 


100.0 


100. 0- 



.Chi square » 15.7; p <^ -02 with 6 degrees of freedom 

Fiscal officers were also asked to indicate whether they felt 
borrowers gained a thorough understandipg of their repayment obligations 
during the exit interviews. As seen in.Teble 9.7, of the fiscal officers 
at institutions with low delinquency rates, 78.1 percent felt that 
borrowe^rs in most cases did gain a thorough understanding of their 
repayment obligations. Only 66»8 percent of the fiscal officers at high 
delinquency rate institutions gave, the sane response. Thus, it appears 
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that borrowers' uad^rstandi^gs of their rcpayiaenc obligations are •related 
to delinquency rate. Stated differently, if most borrowers have a 
thorough understanding of their repayiaent obligations, the institution Is 
niore apt to have a low delinquency rate- 



TABLE 9.7 RELATIONSHIP BETWEEN BORROWERS' UNDERSTANDING OF REPAYMENT 
05XIGATI0N AND DELINQUENCY RATE 

\ .-.^...'..^ • - ■ - 



Delinquency Rate 



Item: Do borrowers gain 

a thorough understanding Loy Internedlate High 

of repayment obligations (bottom ' (oiddle . (top 



in exit interviews? 


quarter 


50 percent) 


quarter ) . 


Yes, in most cases 


78. ;z 


72. 3Z 


66. 8^ 


Yes, in some cases 


18.5 


21. -0 


• 2^.5 


No 


.2.1 


■ 4.7 


4.4 • 


No response 


■ 1-2 


1.9 


4. 4' 


TOTALS 


100.0 


lOt). 0 


ioo.o 



Chi square - 16.1; p _< .01 with 6 degrees of freedom 

One of the purposes of exi t in te rv lews is to gather in f proia t iciri 
from NDSL borrowers before they leave tU*2 institution that will assist 
in future tracing of borrowers' addresses. Two items were included in 
the questionnaire for institutional fiscal officers to deterttfine whether 
tracing Information was gathered as a part of the exit interview^ the 
type of information gathered, and the relationship betwecrr the type of 
information gathered and del inque.ncy^,.rate . 
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Table -9.8 shows that, regardless of their delinquency rates, most 
schools gatherr information during the exit interview that can be used 
in the future to "trace a borrower • Consequently, there were no statis- 
tically significant response patterns to this item. when schools were 
classified by default rate. It should be noted that^ som^ schools that 

-» ■ - 

conducted exit interviews may ha$^ collected tracking information by some 
other means, such as the most recent financial " aid application. - 



TABLE 9.8 RELATIONSHIP BETWEEN GATHERING INFORMATION TO TRACE 
BORROWERS AND DELINQUENCY RATE 



Item:* Are exit interviews 
•used to gather information 
for future use in tracing 
borrowers? 

Yes ^ - 

No 

: No response 



TOTALS 



Delinquency Rate 



Low 
(bottom 
quarter) 



9A.5%, 
4.3 
.1.2 
lOO.'O 



'tntermfediate 
(middle 
50 percent) 



) I 



91.9% 
6.0 
J 2.1 
lO'O.O 



Hi£h 

(top 

quarter )v 



93. A% 
2.9-. . 

lOOvO 



Chi square = 8.05; p <^ .09 with 4 degrees of fre'ed 



om . 



^ Fiscal officers were asked vhetljfer they usualiy gathere<f parents' 

' ' - ' , ' ■ • " ■ • ■■ 

or guardian^' " addresses during the exit interview. The resul<:s of the- 
responses to this question are presented in ^able 9. 9. It should be noted* - 
that the chi-square value is not statistically significant a^ii the .05 
level. It appears- that there was no relationship between delinque 

and obtaining the addresses of .borrower's' parents during t 

• • " ^ / • ' \- ^ . ■ / . ; ' ' % 

'intervriew. - . 
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TABLE 9.9 RELATIONSHIP BETWEEN OBTAININO' ADDRESS OF BORROWER'^ BRENTS 



Delinquency Rate 



Item": Is parents' 
address JUthered 
during ^H.^ interview? 


• 


Low 
(bottom 
•quarter) 


Intermediate 

(middle 
50 percent) , 


High 
(top 
quarter) 


Yes 




98. 2Z 


95.6%- 


94.9% 


No 




1.8 


3.2 


2.9 


No response 




0.0 


1.2 


' 2.2 


TOTALS 




iJu.o 


100.0 


100.0 


Chi square - 8.3; p £ ^09 


with 


h degrees of 


freedom 





Fiscal officers were also asked whether they obtained the address 



*v7 



at which a borrower could be readied for the first billing • As seep^ in 
Table 9*10> regardless of delinquency rate., inojs t schools did collect 
thisVlnf onnation. - ^ . - 



TABLE 9.10 RELATIONSHIP BETWEEN OBTAINING BORROWER'S ADDRESS AND 
DELINQUENCY RATE - ' 



Delinquency Rate 



-Item: Is -address obtained " 

at Tjhich borrower may- ' Low Intermediate High 

be- recited fo;: first (bottom <-ffliddle (top 

biliirigT've**^ . - - quarter) 50 percent) . quarter) - 




Yes %/. 97.6% • " 96.8% -- ■95.a% 

No • . - • 2.4 * :2.5 ' 2.9 • 

No response , ^ . . 0-0. ' 0.7 1.8 

TOTALS ' _ ■ * " ■ 100.0 100.0 - ' 100.0 



Chi. :squ^re ^ 6.^^ ^ .15. with 4 degrees of freedom 



^ * Obtaining the addresses of references given by a borrower seems to 
. 'bear little relationship to a' school's delinquency rate. Table 9.11 
^ indicates that approximately 70 percent of the schools did obtain 
addresses of re^rences; schools In the high delinquency rate group were 
even radre likely than those with low delinquency rates to obtain addresses 
of* references. 



^ TABLE 9.11 RELATIONSHIP BETWEEN i)BTAINING ADDRESSES OF REFERENCES' AND 



'i DELINQUENCY RATE. 



^ * Delinquency Rate 

\ - — — 



"^tem: Are addresses 
of ref erertfefes * ^ ' Low * , Intermediate High 

obtained? ^ (bottotn quarter) (middig' 50 percent) Ctop quarter) 



^ 7 

Yes 70. 5Z - 6r:8% -71.9% .. 

No ^ ; 28.3 ' . ■ / 30.6 ' ' ^ 26^3 ^ 

No response 1.2 1«6' ^ -1.8 

TOTALS ^ 100.0 100.0 lOOiO 



1 Chi square = 2.2-j p <.'^«5 with 4 degrees of freedom 

No more than 60.8 percent of the schools in-the ETS study obtained 

addresses of "the borrowers' banks in their communities. Table 9. 12 

<• ■ * . 

reveals no clear pattern among schools' responses to this item when they 

were classified by delinquency rate. 
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TABLE 9.12 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER'S BANK 
AND, DELINQUENCY RATE 



Item: Do you 

obtain the address Delinquency Rate 

of the borrower '^s 

bank. in. his or her Low Intermediate Hl;^h 

'home community? (bottom quarter) (middle 50 percent) (top quarter) 



Yes ^ 60. 8r 54. IZ 57. 3Z 

No" ^ 36-2 ; 43.4 . 39.4 

No response 3.0 2.5 3.3 

TOTALS ^ 100.0 , 100.0 i ^ 100.0 




•Chi square - 5.0; p <^ .29 with 4 degrees of freedom ^ 

Approxlt»a tely two-thirds of ^''fe^^ schools in the ETS study did not 

■ ■ ■ • ^ ^ - ■ 

obtain the address of a borr-ower's church, but there app^a^s to be no 

. - ^ 

significant alatiojiship betwee^collecting this informatioa and delln- 
quency rate (see Table 9.13) 



R'S CHdiflCH 



TABLE 9.13 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER 
AND DELINQUENCY RATE 



Item: Do you obtain Delinquency Rate 

the address of the 

borrower^'s home Low Intermediate High 

church? (bottom quarter) (middle 50 percent) (tqp quarter) 











Yes 


.29.2% 


'26.3% 


< 29.2% 


No 


66.6 


70.^1 


65.7 


No response 


4.3 


3.7 




' TOTALS 


100.0 ■ 


100.0 


* 100.0 


Chi square = 2.48; 


p _< .5 with 4 degrees 


of freedom 
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Approximately half of the Responding schools obtained the address of 
a borrower's present employer* Again» the data do not suy^jest a relation- 
ship between obtaining this information and delinquency rate (see Table 



TABLE 9.14 RELATIONSHIP BETWEEN OBTAINING ADDRESS OF BORROWER'^S 
PRESENT EMPLOYER AND DELINQUENCY RATE 

Item: Do you Delinquency Rate 

obtain the address 

of ^'tlle borrower's Low Intermediate High 

present employer? (bottom quarter) (middle 50 percent) (top quarter) 



Yes - 50.8% 52,7% 49*3% 

No ; \ 44,1 42^^7 46^0 

No response ' . 5»2 5.0 ^ 4.7 

TOTALS iOp.O' 100,0 100.0 



Chi square >5; P >. with 4 degrees of freedom 

Teacher Cancellation^ D eferment, and Delinquency Rate " 

The Nationall Direct Student Loan Pirograra allows students who are 
teachers in certain types of' schools to cancel portions of therf loans. 
To realize this benefit, however, borrowers who teach must file a rel^^uest 
for teacher cancellation form each year with the lastitution. Borri>wers 
t-jwho qualify tore the teacher cancellation benefits but^do ^ot file the 
request in a timely fashion are considered, for accounting purposes, to be 
In arrears. Thus, one ^would expect schools that encounter difficulties 
with timely submission of these r^ues^s to have ^scmewhat higher delin- 
quency rates than those whose students request cancellation in a timely 
fashion. Moreover, the adrainis t rat Ive arrangement a school uses' for 
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receiving- requests for teacher cancellation would be expected to have some 
relationship to the delinquency rate. 

^ Institutional fiscal of ficers werf^askcd as part of the'ETS study 
about their administrative arrangements for receiving requests for 
teacher • cancellation . They were asked whether the Request for Partial 
Cancellation of Loan (RPCL) form was sent at least once a year to all 
NDSL borrowers, whether this form was sent at least once a year %o 
borrowers who had taught during the preceding year, and whether borrowers 
were instructed to request the form from the school if they met eligi- 
bility requirements. The results of the responses to this item are 
classified by the schools' delinquency rates and appear in Table 9.15» 
^Inspection of the table ^ndicate% a highly significant relationship 
between the admiaist ra tive arrangement for receiving cancellation forms 
and delDLnquency rate. Schools with low ^delinquency ^ rates were more likely 
to send the cancellation form to borrowers who had taught the preceding 
year; they were almost twice as likely as the high , delinquency rate 
schools to utilize *this. particular" administrative procedure for receiving 
requests for teacher . cancellation . Schools that expected NDSL borrowers 
to request the cancellation forms were more^ likely to have higher 
default rates. The^e findings suggest that the more effective method for 
receiving teac-he*r .cancellation requests, when measured in terms of , 
delinquency rate, is to send the form only to borrowers who taught the 
preceding year. 

In their questionnaire, ^isc^l officers were also asked ab'out their 
administrative procedures for receiving requests for deferment. Like 
teachet>-*cancellat ion requests, re<iuests for deferjaent — if nat submitted 



In a timely fashion — • have a dcletarious effect on a school's delinquency 
rate. This -is true because students who arc eligible for deferment but 
fail tj^ submit the proper fornfs are considered delinqu^int for accounting 
purposes. 



TABLE 9.15 RELATIONSHIP BETWEEN ADMINISTRATIVE ARRANGEHKNT FUK KtJCEIVlNG 
tEACHER CANCELLATION REQUESTS AND DELINQUENCY RATE 



It^em: What 
administrative 
arrangement is 
used for receiving 
requests for 



Low 



Intermediate 



Hi£h 



teacher cancellation? (bottom quarter) (middle 50 percent) (top quarter) 



RPCL sent at 
least oncfe ^ year 
Co all terminal 
NDSL borrowers 

RPCL sent at 
least once a year 
to^borrowers who 
caught the 
preceding year 

Borrowers 
ihstru<ited to 
requfest RPCLs 
from tlie School 

Other \ ^ 
' No response 

TOTALS 



13.1% 



43.5 



30.1 

7.6 
5.8 

100.0 



16.72 



. \ 



36.7 



34.0 

8. 2 
4.4 

100.0 



20.8% 



23. 7 



•. . 47.4 

5.1 
2.9 

100.0 , 



V 



Chi square = 41.2; p _< .001 with 8 degrees of freedom 

The results in Table 9.li^ indicate that schools with low delinquency 
' rates; were more likely to *sen*a the Request for Deferd^nC For^ (RDF) at 
least once a, year to all borrowers, ^r to thos^t-^orrowers who^^ paynierxts / 
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had been deferred the preceding year, than yere schools in the high 
delinquency rate category^ The latter schools typically di<5 not send 
this form to any borrowers, but instead relied on the borrowers to 
request it. These results suggest that schools that took the initiative 
by sending ddfertnent forms to borrowers W^i:e more likely to have lower 
delinquency rates than schools that expected students to request them. 



TAB1<E 9.16 RELATIONSlflP BETWEEN ADMINISTRATIVE ARRANGEMENT FOR RECEIVING 
REQUESTS FOR DEFERMENT AND DELINQUENCY RATE 



' Item: What is the^ 
aa minxstrat i v e 
^ * arrangement for 

fo^^^^^^^rmen t ? ^^^Lw 


m 


Delinquency -Rate 


s 


L>ow 

(botttom quarter) 


Xn t e rmed i 3 1 
(ipiddle 50 percent) 


(top quarter) 


RFDs sent at 
least once a year 
to all borrowers • 


15. 2Z 


17.0% 


20.5% 


^ RDFs sent at least 
. once a year to A 
borrowers wht)S^ pay- 
ments were deferred 
the preceding year 


33.7 


■N 

« 

28.2 


20.5 


RDFs not automatically 
sent; borrowers, must 
request them 




45.3 


50.5 ■ 


Other 


6. 1 


6.3 




No response 


5.8 


3.2 


^ 2.9 


TOTALS 


100-0 


100.0 


100.0 


Chi square » 20.87; p <^ 


.008 with 8 degrees 


• 

of freedom 






I 



Administrative Follbv-up Procedures and Delinquency Rates 

About half the schools In the ETS study utilized electronic data 
processing equipment to prepare bills for NDSL borrowers. It would seem 
reasonable to exp^c^rhat schools preparing NDSL bills hy computer would 
be more- likely to have lower delinquency rates than those that prepared 



bills manually. The results in Table 9-17 do m?t support that expec- 
tatlon. The chl square of 9.09 Is not statist i<ra'lly significant at the 

i 

• 05 level. Table 9.17 shows that schools in the low delinquency rate 
category were somewhat more likely to prepare bills manually than were the 
high delinquency rate institutions, and that high delinquency rate schools 
were somewhat more ^^ikely to use coraputer billing. These tendencies are 
not statistically significant, however. 



TABLE 9.17 RELATIONSHIP BETWEEN METHOD USED TO PREPARE\ BILLS AND 
DELINQUENCY RATE -^.^ 

Item: Are biilS for . Delinquency Rate 

y:\ir NDSL borrowers 

prepared manually Low Intermediate High 

or by computer? (bottom quarter) (middle 50 percent) (top quarter) 

Manually' 54.12 45. OZ 44. 9Z 

By computer 44.4 52.9 • 54.0 

No response * 1.5 ' 2.1^ 1.1 

TOTALS 100.0 100.0 - 100.0 



Chi 



square « 9.09; p £ .06 wrcfi V*aegr«^s of freedom 



Within the past several years a number of commercial' firms have 
developed and marketed services tailored to institutions to assist them 
In preparing bills for NDSL borrowers. One o£ the Items on the 

7 ■ ■ ■ 
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questionnaire for fiscal officers asked if the school was using a 
commercial billing service on a regular basis. Inspection of Table 9-18 
Indicates a highly significant (p less than .001) relationship between use 
of a commercial billing service and delinquency rate: 27,A percent of the 
schools with low delinquency rates used commercial billing services 
compared to 48.9 percent of the schools with high delinquency rates. One 
might have expected a reverse finding; that 'is, because commercial billing 
services specialize in preparing bills in a timely fashion, it might be 
assumed thaPt schools using billing services would have had lower delin- 
quency rates. The finding that schools with high delinquency rates were 
almost tvj^ice as likely as schools with low rates to use these billing 
services could be explained if schools with poorer collection records 
tended to contract with commercial billing services in an effort to 
improve their collection records. On the other hand, the finding may 
represent a feeling on the part of schools using billing services that- 
they have exercised due diligence and therefore pay lit-tle further 



TABLE 9.18- RELATIONSHIP BETWEEN USING A COMMERCIAL BILLING SERVICE 
AND DELINQUENCY ^RATE 



Item: Are you using Delinquency Rate 

a commercial \billing ^ ' ] 

service on a \ Low Intermediate Hij;;h 

regular basis ?V (bottom quarter) (middle 50 percent) (top quarter) 



EKLC 



Yes 


27. 4% 


40.4% 


48. 9S 


No 


71.7 


59.1 


51.1 


No response 


0.9 


0.5 


• _ o'.o 


TOTALS 


100.0 


100.0 


100.0 


Chi square - 32.13;p £ 


.001 with 4 degrees of 


freedom 
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attention -Co this phase of loan ndtnln Istrat U>n . Ntflther oi theac 
hypotheses can be conflnned nor rejected frota the d^ts at hand. 

Fiscal officers were also asked how frequently bills were sent to 
NDSL borrowers: their responses, classified by delinquency rate, appear 
In Table 9.19. The results of this analysis indicate that there is no 
significant relationship between delinquency rate and billing frequency, 
although some trends do seem apparent. Schools with ih^ best collection 
records (thar is, with low delinquency rates) were more likely to send 
bills on a quarterly ba8l3 than were those with poor collection records. 
About two-thirds of the schools with good collection records billed on 
a quarter ly >asis , compared to 60- percent of the schools in the high 
delinquency rate group. This finding tends to confirm the finding in an 
unpublished study of NDSL borrowers by Richard Tombaugh that borrowers 
paying less frequently were more likely to pay on schedule and have lower, 
delinquency rates ^than those paying more frequently. 



TABLE 9.19 ^RELATIONSHIP BETWEEN FREQUENCY OF BILLING AND DELINQUENCY RAXfe 



• Delinquency Rate 

Item: How frequently 

do your NDSL borrowers Low ^ Intermediate High 

receive bills? (bottom quarter) (middle 50 percent) (top quarter) 



Monthly 




''le.iz 


20. 8Z ^ 


23.4;: 


Bimonthly 




o.d 


1.1 




Quarterly 




66.3 


64. 3 


60.^-. 


Other 




6.4 


6.8 




No response 




.11-2 


7.0 


8.0 


TOTALS 




, 100.0 


100. C 


. 100.0 


Chi square - 


13.09; p < 


.11 with 8 degrees of 


freedon (not signif 


icant ) 



4 



The 1967 NDSL imAnu4l of policlcH and proccciurr« coutaltni tt^vcral 
sample letters that institutions may elect to unc to remind delinquent 
borrowers that they are In arrears. One o£ the Items In the quo?rt lonnai re 
for fiscal officers ^sked how many times dorinqurnt borrowers wore 
reminded before legal action was considered. The ir reHpon«ii*:i, cate- 
gorized by delinquency rate and reminder Cr^?quency, appear in Table 9.20. 
Schools with low delinquency rates were more apt- to send five or more 
reminders to delinquent borrowers than were schools with tilgh delin- 
quency rates. Among schools with lo,w delinquency rates, 62.^ percent 
sent five or more reminders* 



TABLE 9-20 RELATIOSSHIP BETWEEN REMINDER FREQUENCY AND DEL 


INQL'ENCY RATE 


Item: How many times 
are delinquent 




Delinquency Rate 




borrowers reminded 

before legal 

action is considered? 


Low 

(bottom quarter) 


— ^ . — — — 

Interr:!edlate 
(middle 50 percent) 


(top quarter) 


None 


O.OZ 


O.OZ 


O.OZ 


One 


' ^ 0.0 


0.4 


1.5 


Two 


1.2 ^ 


- 1.9 . 


3.3 


• 

Three 


16.7 


15.2 


. 23.0 


Four 


13-7 


15.8 


9.1 


Five or more 


62.3 


61.5 


56.2 


No delinquent accounts 


0*9 


0-7 


0.4 


No r€Sf>onse 


5.2 


4.6 


6.6 


TOTALS 


100.0 


ioo:o 


100-0 ^ , 


Chi square * 25.7; p £ 


*01 with 12 degrees 


of freedon 





ERIC 



A number of nchoolii pArclclpaClnn in the NDSL Prograra turn delin- 
quent nccountu over <o collection Agcnclen. Som* nchoolt* uuc collection 
' Agency »crvlceii for a11 dcltnquent dccountii, and othcr» turn over only 
hard-core dellnqueirt accounts. TabL* 9.21 prestcnts percentage dlntrl- 
buttons by delinquency rate of the re»poni4e» to the qui?stlon about use of 
outside collection agencies. As the table indicates*, schools wicU 
tiigh delinquency rates were somewhat less likely to use outside collection 
agencleu for some or all of cheir delinquent accounts than were schools 



w\th lower delinquency rates. 



TABLE 9.21 RELAX lON'SH I P BETWEEN USE OF AN OUTSIDE COLLECTION AGENCY AND 
DELINQUENCY RATE 



Item: Do you use Delinquency Rate ' 

an outside collection 

agency for delinquent Low . Intermediate H l>;h 

accounts? . Do om quarter) (middle 50 percent) (top quarter) 



Yefi« for iftll 

delinquent accounts 21.65: 26.9% 30.22 
Yes» for hard-core 

delinquencies only 46.6 46.3 35,1 

No 31.9 26.8 34. 7 

No response 0-0 0.0 0.0 ' 

TOTALS 100-0 100.0 100.0 

Chi square - 14*73; p _< .006 with 4 degrees of freedom 

The law governing the National Direct Student Loan Prograa allows 
lending institutipns to assess penalty fees for loans not paid "when due- 
In the case of a loan that is repayable in monthly instal iTncTits , an 
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InnCltutlon m^y chafK*' $1 for the? lirj^t month by which tlu- Inw I ltn**nt 
or «vldrncc 1m l4it« and S2 tor rach month t hr rr .1 f t rr . IVi thr caae of 
^ lOAtiii with bimonthly or qu.lrt^rly repayment H^tcrvalw , $3 .md $6 nay be 4 
charged » renpect Ively • 

Tho ETS questionnaire* asked flBCal otticers whether Jrllnquont 
borrower* were assessed penal ty charges* Rrsponni^s co this item .irc 
c ross** tdbu I a ted by delinquency rate in Table 9*22. The data In this 
.table suggest that there Is no s ta t i s t lea 1 inr^ i f icant; rcia t Iptlshlp 

between delinquency rate and assessment of penalty f:har>;es. ^ 



TABLE 9.22 RELATIONSHIP BETU'EEN^SSKSSMENT OF PEKALTV CHARC.KS ASl) 
DELINQUENCY RATE 

^ I Del inquency Rate . 

Item: Are delinquent 



borrowers assessed Low Interried late H lj:;h 

penalty charges? (bottom quarter) (niddlc 50 percent) (top quarter) 

— - — - i • ' 

Yes ; 21.92 23.0;; Zl^^Z 

No 75.1 73. 7 74.8 

No response 3*0 3.3 3.6 

TOTALS 100.0 100.0 LOO.O 
. — , — ^ . lb — «r .u— 

Chi square ■ 0.45; p <. * 5 j^ith 4 degrees -of freedon 

A number of schools participating in the NDSL Program: prohibit the 
release of grade transcripts for delinquent borrowers. Table 9*^3 
indicates that this action is significantly related to delinquer*cy 
ra te : schools wi th low delinquency rates were aore lilcely to proh ib'it 
release of grade transcripts for delinquent borrowers than were schools 
with high delinquency rates. 




TABLE 9.23 .RELATIONSHIP BEWEEN PROHIBITING RELEASE OF GRADE 
TRANSCRIPTS aAND DELINQUENCY RATE 



. -Item: Do you-, pro- 
hibit the r'e^lease 




Delinquency Rate 


' ■ 


of delinquent 
borrowers grade 
transcripts? 


/ *^ 

Low 

(bottom quarter) 


Intermediate / 
(middle 50 percent) (ficp 


High ■ 
quarter) 


Yes 


68-l% 


72.9% / 


61.7% 


No 


28.3 


24.9 


36. 1 


No response 


• 3.6 


2.3 . 


2.2 


TOTALS 


•'100.0 


100.0 


100.0 


Chi square = 13.4; p < 


.01 with 4 degrees of freedom 




Fiscal officers 


were asked if 


they sen^^o" del inquent 


borrowers 



Sjl^rong letters suggest ing that iTegal action would be taken. Nearly 
^ equal percentages^ of schools in all "three delinquency rate categories- 



. — . ^ \ — : — : » ' 

TABLE 9.24 ^RELATION BETWEEN SENDING THREATENING LETTERS. 
AND DELINQUENCY RATE . 

■■ — jj ' ^ — 

Item: Are delinquent • ' ^ 

borrowers sent sttong . • ^ ' 

■ letters tha^t' suggest ^ Delinquency Rate ' 

>legal action may Low Intermediate '\ Hi?>h 

be taken?, - • (bottom quarter) (micfdle 50 percent) (top quarter) 



^bs 


88^37, 


88.8% 


. 85.8% 




No 


< 

7.3 - . 


8.9 


12.0 




No response • ^ 


(. , 

4.0 ' .\ 




- '2.2 




TOTALS - 


f , - 
100.0 


'iOO.O 


'. 100.0 




Chi square = 6.5; p <^ 


.17 with 4 degrees of 


freedom ■ 







responded, that they d£d send letters -threatening legal action, b'uc there 
appears to be no significant trend among schools with various delinquency 
rates. This does not necessarily imply .that the threat of legal action 'is 
ineffective. Hather, it merely indicates' that there were no significant 
■ -dif f erenc-es among institutions classified by ' delinquency rate in their. 
ft^||||||jBncy of using this procedure. * 

In addition to; asJci^ig fiscal officers if. uhey threatened legal' 
action,- the questionnaire asked whether they actually turned accounts 
over to lawyers or collection agencies. As seen in Table 9.25, there were 
no significant differences among the patterns of responses to this item 
for schools in the various delinquency groups. 



TABLE 9.25 RELATIONSHtP BETWEEN TURNING ACCOUNTS X)VER TO A LAWYER OR 
COLLECTION AGENCY AND DELINQUENCY RATE 



Item: Are accounts- " 
of delinquent 
borrowers turned 
over to. a lawyer 
or collection » . 
agency? 



'Delinquency Rate 



Low 



Intermediate 



iii£h. 



(bottom quarter) (middle 50 percent) (top quarter) 



^ Yes^" ; , % \: 
NO 

No response 
TOTALS ' 




. 77.4% 
20.1 ' 
; 2.5 
100. 0' 



69.7% 
'27.4 
2.9 
100.0 



Chi square = 25; p < .18 with 4 degrees of freedom 



Schools participating in the NDSL Program may, at their option, 
• charge delinquent borrowers costs for collection. Amotjg aTl the schools 
^ in the ETS^ study, only about one-quarter exercised this option (see 
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Table 9»26)« The practice of charging. coXlection^costs does not seem 

to discriminate between high and low delinquency rate' schools. 

* » ' ' • • - ■■ * 

TABLE 9*26 ItELATIONSHIP B^ITWEEN CHARGING DELINQUENT BORROWERS COSTS' 
FOR COLLECTION AND DELINQUENCY RATE 



• Item: iHH|k^inquent. 


% » ■ ... 


Delinquency Rate 




borrowers roEtinely 
charged for the 
costs of collection? 


Low 

(bottom quarter) 


Intermediate 
(middle 50 percent) 


(top quarter) 


. Yes 


26.1% 


^ ' 25.6% 


27.7% 


No 


68.7 


68.6 


65.7 


No response 


5.2 


5.8 


6.6 


TOTALS 


100.0 


100.0 

> 


100.0 



Chi square 1.09; p j< .5 with 4 degrees of freedom 

The NDSL Program also allows" par ticipat ing schools to permit bor- 
ry. rt>jwer5 to make partial repayments if they face extenuating circumstances. 



Th 



^lipdata in Table 9»27 indic'at^ that 81.8 percent of the responding 



schools with ;iow delinquency rates, 86 percent of those with intermediate 

.. . • • ■ ■ / ■ ' - ■> 

delinquency rates, and 79.6 percent of those with high delinquency 
rates j)ermit ted borrowers to make partial payments. These data, hiswever, 
*show no significant relationships. . 

The law governing the NDSL Program enables lending institutions to 
require borrowers to make minimum repayments. Institutions may require 
payments of principal and interest by the borrowe^r at a rate equal to 
not less than $iO per month. A majority of participating institutions 
did* r'equir^ minimum repayment^ on NDSLs , but there appears to be no 
significant relationship between this practice and the*schools' annual 
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TABt5 9.27 RELATrONSHiP BETWEEN. PERMITTING PARTIAL' REPAYMENTS AND 
DEj^INQUENCY RATE 



Delinquency 



Item: Do you permit 



Low 



Intermediate 



High 



.partial ^repaymeats? '(bottom quarter) (middie 50 percent) (top quarterX 













Yes 

* . . . * 


81.8%' 




86.0% 


79.6% 


No 


10.6 ■/ 




8.1 . 


■ 12.8 /. 


^Unaware of optio^^^i^ 


5.5 




4.4 


.6.2 


No response 


2.1 




1.6 , 


■ . 1-5 


TOTALS ^, 


100.0 




100.0 ' 


100. 0 



Chi square = 7.24;. p .30 with 6 degrees of freedom 

delinquency rates*, -Some 78.7 percent of the schools with low delinquency 
races required: minitaum repayment^ compared to 81.'8 percent of schools" with 
- intermediate rates and '73*5 percent schools withfhigh rates* 



TABLE 9.. 28 REL/.TIONSHIP BETWEEN REQUIRING MINIMUM REPAYMENTS AND 
^ , ' DELINQUENCY RATE 



Item: Do you 




Delinquency Rate 




req.ulTe rninimum 
repayments bn 
:NDSLs? ^. ' 


Low . 
(bottom quarter) 


Intermediate 
(middle 50 percent) 


High 
(top quarter) 


. Yes 


%.7% ' 


81.8% 


78.5% 


No • ' 


16.1 


14.4 


14.6 


Unaware of option 


-0.6 


0.7 


1.5 


No response 


"4.6 


3.2 


- 5.5 


TOTALS 


160.0 


100.0- 


IQO.O ,.' 


Chi square =5.08 p 


■ f 

> .5 with 6 degrees of freedom 
•* 


' ■ . C 



/ 
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At the time the ETS survey was conducted,, institutions had jie option 
of allowing instailmenjt payments to be deferred for a period not to exceed 
three years while tl;ie borrower was e«rolle'd in an institution of higher 
education for less than, half- time study, taking courses cr.editable 
toward a degree • AboAit two-thirds of, the institutions in the study 
indicated that they deafer red* repayment for part-time students. As 
shown in Table 9»29,. however, this s'eems to have' little relationship 
to delinquency rate» Nearly equal pertentages of respondents in the three 
groups indicated that they allowed deferments for part-time students. 



^ _ . , ^ ^ ^ 

TABLE 9*29 RELATIONSHIP BETWEEN DEFERRING REPAYMENTS FOR. PART-TIME ^ 



rUDENT'? AND DELINQUENCY RATE 



Item: Do you defer ^_ Delinquency Rate 2 

repayments for ' 

part-time Low . Intermediate ' High 

students? ' (bottom quarter) (middle 50 percent) (top quarter) 



Yes 


■75" 

65-7% . 


68.5% 


62.8% 


No 


24.3 


23.1 


25.9 


Unaware of option 


6.1 


5.1 ■ 


8.4 


No response 


4.0 


3.3 ■ 


2.9 


.TOTALS 


•100.0 


100.^ 


160.0 


Chi square = 5.36; p 


<^ .5 with 6" degrees 


freedom 


-* 


Institutions 


participating in thef 


NDSL Program may 


also elect 



to defer repayment in hardship cases. The- data in Table 9.30 show. a 
significant relationship between schools classified by delinquency rates 
anil -their responses to this item.. Schawls with low delinquency rates 
were si igh tly. mor e' likely to defer repayment in hardship cases than were 
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TABLE 9.3b RELATIONSHIP BETWEEN DEFERRING REPAYMENTS IN HARDSHIP 
- . CASES ANfi DELINQUENCY RATE"' 

* " _ _ 

Item: Do you ' * Delinquency Rate*^ > " ^ 

. defer repfajnnents » . 

in Kardship ^ Lev / ; - ' - Intennediate .'iiigh ^ 

cases? * ^ (bo'ttoth quarter) (middle. 50 percent) (top quarte 



Yes - ; 


. 69. 9X 




• 74.1% 


6 7.2% 


No • ^ 


15.5 " 






. '20.4 


. Unaware^f option 
No responsLe 
TOTALS ► • 


8.5" 

100:0 




; 6.7.. 

- • ■ r \ 
'* 

•3.9 4 ^ 
100.0 


•10. 6_ 
\ - 
1.8 

160.0 


Chi square = 14. 98; 


P '5 •02-^ with 


6 degrees 


of freedom 





schools with high delinquency rates. It should be noted that almost 11 
percent of the\ schools with high* delinquency rates were unaware 
this option. 

Parti^ "Effect" of Administrative Practices on Annual Delinquency Rate 
""The preceding analysis^ of the relationships between administrative 
practices and delinquency rates revealed that -some practices 'were signi- 
ficantly related to institutionar^elinque^6y rates in 1972-73. However, 
the order of importance of the various practices as they relate to 
delinquency rate was not established, and is the subject of the analysis 
that follows. ' . 

In an attempt to. determine the relat-ive importance of various 
administrative practices and their independent relationships with default 
rate, a forward stepwise ^regression analysis was undertaken. The depen- 
dent variable in the analysis was annual .delinquency rate, expressed 
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as a percentage for each institution in fhe ETS study* Least-squares 
parameters vere computed far. eighteen independent . variab le^ • The 
regression equation and ^iated statistics appear in Table 9-31- 

•■ . A ■ - •. 

The f olJLfjwi-ng: conclu^ion-s can be drawn on the basis of the data\Ln 

--J 

Table 9.31: 

• Th^e F Ratjro for the regression wa's highly significant 

(p <..oi)/ ' s — . ^ ' • 

Eight of the independent va-r iab les had statistically 
^igaificant regressijjn toef f iclents. 

- • The malt iple* cor Juelatrion for the independent Variables 1t\ 
the regression equation was •42- 

• The most powerful single predictor in the battery wa* being a 
two-year institution, followed by use of a billing service, 

^ being a public institution, and conducting exit interviews 
• with students who drop out of school before completion of 
their studies. _ 

V. 

• The regression coefficient of 9.54 for two-year institutions 
indicates that the mean annual delinquency rate for schools 
in this group, was 9.54 percent higher than for other types 
of institutions, after controlling for admin is'Crat ive 
practices represented in the regressions model. 

• iT^stitut ions that .us^d commercial billing services had a mean ' 
delinquency rate 4.^9. percent higher than schools not using 

billing services, after control-ling ..for other administrative 

C . ■ 

practices represented in the model,- ■ This finding le^nds 
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TABLE 9*31 jREGftESSlONlCOEFFICIENTS AND RELATED STATISTICS FOR THE PREDICTION 
OF ANlJUAL INSTITUTIONAL DELINQUENCY RATE FROM EIGHTEEN INDEPflNDENT 
VARIABLES . - 



Multiple R - • .42 . 
F Ratio- - 23.84 



V 



Independ'ent 
Variable 



"Regression ' Std." Error 
Coefficient of Coefficient 



Student's Contribution 
^ t to il2 



1. Two-year 

institution 9.54 

2. Used a billing 

, service 4. 79 

3. Public 

institution 4.19 

4. - Had exit . 
•interviews with 

most dropouts - -2.68 

5. Turned cfelinquent 
borrowers' .accounts 
over to lawyers 

or collection 

agencies -2.82 

6. Discussed schedule 
of repayments with 
most borrowers 

in exit interviews -3.95 

7; Monthly billing 2.92 

8.. Bimonthly billing 12'.39 

9. University- -1.95 

10. Had exit interviews 
with most graduating 
borrowers -2.45 



1»25. 



0.96 



1.03 



0.96 



1.05 



1.99 
1.12 
5.09 
1.09 

1.71 



7.61** 



5.00** 



4.07** 



-2.80** 



-2.69** 



-1.98* 
2.62* 



2.. 44** 



-1.79 



-1.44 * 



0.041 
.018- 
.012 

.006 

^005 

.003 
.005 
.005- 

.002- 

.002 



*p < .05 
**p .< .01 
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The following i^riables were dropped frem the evaluatloa 
because their contribution to R2 was less than .001. 

p - 

11. Sent letters to delinq^uent -borrowers threatening legal action 
'12. Quarterly billing • . • 

13. Charged delinquent borrower c'osts for collection 



14. Used a/collfection agemcy - * 

" ■• . ^ ,■■ ■ . - , ' ■ '- \ 

^15* Assessed penalty charges 0 . ^ . V • 



i 

leTt 



•16. . Prohibited release' of grade^ranscripts if borrower was delinquent. 

'- - . J . ' ■ ' 

17. Frequency of sending reminder letters. 



- support to the hypothesis that schools experiencing more ' 
severe collection problems tended to contract with billing 
services. ^ 
4 After controlling for the other variables in the model, the 
mean annual delinquency rate for public institutions was 
A. 19 percent higher than tl«ft-<ielinquency rate for nonpublic - 
institutions. - ' . • 

• Afte'r controlling for the other variables in the model, 
the mean delinquency Ocate ■ of scTiools ^ tha t • conduc ted exit 
interviews with most* dropouts was 2.68 percent lower than the v 
mean delinquericy rate of institutions that did not conduct 
exit interviews with most dropouts. This finding underscores 
the importance of having exit interviews wi t h • dropouts • 
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• The mean delingueticy rate for schools,^[^t turned delinquent 

•borrowers' accounts over to lawyers or collection agencies 

* ■ > 
'was 2%82 percent lower than the mean delinquency rate for 

. • ■ - ^ . . . 

schools that did not use this practice; after, controlling for 

.institutional type and control, and for other admprtt>^trat*ive. 

practices. ^^C. - « 

!• Af te r . controlling for other variables in the model, the 

mean delinquency rate of schools that discussed repayment 

schedules with most borrowers* in the exit interview was 3.95 

percent lower than the mean delinquency rate of schools not 

using this practice, 

• Monthly and bimonthly billing were a&s'o^iated with poorer 
collection performance (higher delinquency rates) fo>r schools 
in the stufiy. The mean delinquency rate for schools billing 
monthly was 2.92 percent higher than the mean delinquency 
rate for schools using other installment periods. Schools 
billing on a bimonthly basis had a mean delinquency rate' that 

.ras more than 12 percent higher than the rate for schools 

using other methods^. These two findings imply that quarterly 

billing is more effective than either monthly^ or bi:TTK)rithly 

'. ^ ^ ' 

billing- y ' . '^-^ .. , ^ 

• ThC'^ryean delinquency rate for universities was 1.495 percent 
lower than the rate for other ty'pes|pf institutions, after 
controlling for other variables in the model. 
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• The following variables did not have a significant partial 

*'cffe,ct" on delinquency rate: sending letters to borrowers 

threatening legal action, charging delinquent borrowfers for 

costs of collection, using a collection agency, assessing 
♦ 

penalty charges for late payments, prohibiting release of 
grade transcripts^ fox? delinquent borrowers, and frequency 



^ with vrtiich reminder letters were ffent. — - * 

' In. summary, it appears that poorer -collection exp^r^ience (i.^., 
having a high, delinquency - rate ) is associated with being a two-year 
- institution, using a billing service, being a public institution, and 
billing on a monthly or bimonthly basis. Better collection experience, 
on the other hand, is associated with having exit interviews with students. 
^ who are dropping out of school, turning delinquent accounts over to either 
a lawyer or a collect ion agency , distrussing thje schedule of repayments, 
with the borrower as part of the exit interview, being a university, and 
having exit interviews with graduating borrowers. 
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SUMMARY FINDINGS , 

The gPSL' Program . . ^> 

The NationaCL Direct Student Loan Program has grown in size from $39* 
million in 1959, when it was established, to over $581.5 millipn in 
1977-78. ' ^ ' • 7 

■ i 

The program provides Low-interest (3 percent) long-term educational 
loans* to post.secondary students. - Funds' atf^ allocated to states by the 
fedejaf government an the basis of - enrollment , and-ty inst^-tutfons within 

' r » 

^States on the basi^ oT prorata shares, ol amounts recommended by regional^ 

-I . . ■ 

panels of financial - alki administrators. . 

V • ' ' 



Data Collecti 



This study was intended to describe and- evaluate seven, aspects of 
the HDSL Progr^ as it was administered in , 1972-73: qijrgan^-zation of 
financial a^i^SsPf f ices , paxkag'ing procedures, pr bb Igtns ^in .select ion • o^* 
•recipienrs, the' exit in tervi ew', b il ling and collectiori procedures , ^'amf 
relationships between administrative practices and de^fault rates. 

Separate questionnaires were sent to institutional financial aid . 
officers and to institutional f iscal 6f f icers. Response rates were 67 " 
percent ^ior finapcial aid officers, and 70 percent for fiscal offic/^rs.- 
V • The results of the study ar e ^^ppl icab le lonly to the 1972773 award 
'year, arid are not necessarily valid today* 

■ o • ■ ■ • ■ -z. ■ ■ ..' ■ 
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Instltutiottal Orj^anization of NDSL 

■ ■ . * ' - 

• The administration of federal student'aid programs was centralize.d 

In one office at^95..6 percent of the' responding institutions in L972-73. 

Thaugh centralized, this office had other responsibilities at about 60 

percent of the instiCutiBns surveyed- Two-year institutions were nuch 

less likely than other types of institutions to have offices devotee 

exclusively to financial ^id administration* • 

Only about on"e-q rter of the respondents iadi^dted that the office 

responsible for ^selecting NDSL recipients ^was also responsible for billing 

and collection. An exception was/private two-year 'inst itut ions , where 

almost 42 percent of the respondents reported that the selection, billing, 

and collection functions were handled by the same office. The n^ajority of 

institutions in the survey (59»6 percent) billed NDSL borrowers quarterly, 

but- about 20 percent billed o,n -a monthly basis. '/ 

Ve'ry few institutions (11. A percent) reported niaking extensive use 

r ^ , ;■ " • V ■ ,^ • 

of data processing in Che ir financial aid "operations for* purposes other 

than NDSL billing afrd collection. Almost half ^A7.2 percent), however, 

had cooputerized NDSL biliing systems in 197.2-73. 

. One^index of, the organization and potential efficiency of financial 

J aid of^fices is the extent to which admin istracilve procedures hav-e been 

developed in* written form. Between 40 and 50 perc-ent of the institutions 

had pot developed, written procedures- /or administrative aspects.of 

the NDSL Program-, such as packaging aid, clerical. i>teps<|^in' prc^c^ss ing • 

ap-p 1 ica t io ns , reviewing ne^d ^nalys is repo r ts , and revieVing upplicants' 

. academir cr^c^derrt ials . ' - ' 

> , ■ .■»-» 

■ , ■ . ■<■■'* 

■• " ■ . . . ■ . \ . . 



With regard to staffing, almost three-quarters of the institutions 
had full-time directors *of student financial aid» The average * staff , 
includrtg the director, consisted^ of 1*8 full-time professional persons, 
whose- mean experience in financial aid was three years. For NDSL billin'g 
and collection activities, the average complement was 2*36 full-tinie 
equivalent administrative staff and 1m77 full-time equivalent clerical 
staff. 

■ NDSL Recipient and Packaj^in^ Patterns 

The ETS survey instrument contained case studies fo^r three hypo- 
thetical students: .an average student, a disadvantaged student, and an 
advantaged student. Financial aid administrators were aslced to assign 
a financial aid paclcage to e^ch student after determining their relative 
financial needs. The resulxs of this exercise suggest that, in 1972-73, 
62y2 percent^of the institutions would have offered, an NDSL to the 
advantaged student; 83*J percent of 'the institutions wpj^ld have offered an 
Nf!b-L to the average student; and' 73.3 percent would have offered an NDSL 
^to the disadv-antaged student . . - # ^ 

The disadvantaged student would have received nore in grant assis- 
tance. ^^^e ad van caged student would have had the highest proportion of 
n4(&d. me.t with all types of aid;, the average student would have had the 
lowest proportion of need met with an aid package* 



^For a detailed d e s c r Ipx ioTi of-' each c^se stud'^', sou Chap tor 4 and 
Appendix A. ' f - ^ . 



About 60 percent of the ins t i tut ions surveyed used the' CSS need 
analysis meSiod in- 1972-73; about 20 percent used the ACT method. 

With respect^ to pr io ri t izing IjDSL applicants, on the averagej 
institutions gave this pref er-^nc.e to ^^he neediest studenC^^ fpllowsd 
. by renewal applicants* *^ ' ' 

^ Institutional Perceptions of Eroblems I n ^he A jj ard of NDSLs ^ ^ 

The NDSL ^ward process, from .the -institu^ipnNs perspective, involves 
raising^ the institution's ^^natching" sha^e of funds; determining students'' 
eligibility;^ determining which' student^ are dependent on, or independent 
of, parental support; identifying eligible transfer students ; conduct ing 
interviews; determin'ing students' financj^^l needs; not^ifying recipients of 
their awards; -answering corresponde^e J obtaining loyalty oaths and 
executing promissory n£)tes; and preparing op^^iktions reports required by 
the U.S. Office of Education. . * 

' ■ - ■ ■ ■ A ' r ■ ' / ■ 

Over half the institutions surveye.d reported some or considerable 
difficulty in determining which students wei^e indep.jndent , finding time- 
to. condufc^^n terSriews , preparing NDSt . opera tibns reports, answering, 
cor resp^fadence i and finding time to- review need analysis reports. Other 
a4mxnist rat ive aspects were troublesome to les^ than half the respondents. 

•Th|p most prominent problem — ofeterniinir^^g independence of parental 
-support' — mav be less" of a .problem-today view of the; fact that USOE 
.has ^ subsequently - developed ^ clearer ' definition of ^criteria fpr indepen- 
dence^'"' *" The 'otrher problem areas were tho^e- that placed competing demands 
on limitecl pr|l^^feiopal staff time.* , - " ^ 
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Almost without exception^ f inanc>ial aid administrators were of 
opinion that the NI>SL administrative cost allowance should be incre 

Aid administrators said tfiat the administrative cost allowance, measured 

# ■ ^ ., . ' ■ 

at ' ihJT median , s.hould be between 5 and 6 percent of the NDSL fund (as 
opposed to-^A percent). . * . - ^ . - 

The Exit Interview ' ^ . ' .. ,. 

;In- 197.2-73 institutions par t iciparing ' in . the NDSL were strongly 
encouraged to conduct exit interviews with NDSL borrowers to explain the 
exact amounts of their^ notes, to select repayment plans, to stress the 
importance of repayment, and to determine billing addresses. About 86' 
percent of the institutions surveyed conducted exit interviews in 

<JH substantially all cases, leaving 14 percent who did "not conduct exit 

■■- . ^ ' - 

^ interviews, conducted them with only some students, o;: refused tjf: arfswer 

> . . • . -ft 

• the question. Two-yeax institutions wgjf-e^ess likely thaa other types 
to conduct! exit iimterviews • Seventy ^e^vc^n^^^^k^jjtig^nstlt'UX.lons re- 




ported that, in their opinion> mo$t borrowers l-apt.the exit interview 
with a thorough under s tandin^ . of their " repayment obligations. Diao^r- 

** •' •* ■ "" ".4 ' 

a^ingly^ about 6 perce-nt of the insti-^ut ion:^^did •no.t collect either 

the " borrower ' « pa^i^eats'. or' guardian's add^^^, or t;he billing'^ addresses 

, ■ . • • ■ ' . • .J[ " • 

of* th,e borrower^ themselves before they l^ett'the: institutions. 
* - " *' . ' ■ ' • -Jl* ' 

NDSL Billing and C ollectlon '^rocedurea . ' / . . ^ 

. . • , ■ . • * ' * . V • 

Institutions- of higher education have at their. disposal a varietj^ 

'dir ■% ' * 

^of c5ptions reg^atrdi^g NDSL blllitHjpand colle'ction procedures.'^ About 

three^-quar^lers of the school^ m the 1972-73 survey permitted borrowers 

V * to'make pa'rtial repayments; a similar* percentage required borrowers with 
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small T\otes to. ^make minimuij monthly repayments. About 61 percent of the 
Institutions deferred repayment for' part-time studenta^and about 65 
percent for tull-tiuie students. 

, With regard^ to- the administ^rat ive aspects of handling reqaests for 

« - <• * 

teacher cancellation, abou.t IS percent of the institutions sent tHe 

^ '■' 
Request for Partial Cancella t ion of Loan (RPCL) form to all NDSL bor- 

rowers; almost 3.1 percent sent it only' to those* borrowers who had taught 

the preceding year; and about 37 percen^^xpected past borrowers to 

request the form. Institutions in the study seemed to handle requests- for 

deferment similarly. Slightly over 15 percent of the schools sent the 

request ,fp,r deferment form to all borrowers; about 25 percent sentjit only.- 



t^ those .borrowers ;In deferment the pr eceed ing year; and 46 p^ercent 
expected borrowers to request the deferment form. 

■ - ■ ■ 

More than one-third of t he i«sponding institutions used commercial 
billing services, with private institutions being considerably more likely 
to iise commercial billing^services than public institutions. One in five 
ins t ityt ions using billing services found them to be very effective in 
.|reduc ing delinquent accounts; about thtee. in five institutions found their 
jCilling services to be .fairly effective in reducing defaults. More than 
two-thirds of the schools reported that their billing ^^Vices cost less 
than if the institution s j repared their qwn bills. 1 ^ - 

Almost 90 percent of the institutions^ billed borrowers three or more 
times before considering legal action. Some 9.2 percent of the institu- 
t ions did^not respond to this . item, ^ggesting^hey • either did not 
consider taking legal action, did not bill borrowers, or did not under- 
.stand the q^uestion.' This fj^nding is buttressed responses to another. 

. ' ' ' ^ i . * • • - * JUL 
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Item, which revealed that about 83 percent' of the institut.ions threatened 
legal action but that onl^ two^thirdls actually carried • through on . the 
threat^ by turning accounts over to lawyers or collection agencies. Less 
than two-thir3s of the schools prohibited release of grade transcripts for 
delinquent borrowers, and less than a 'quarter assessed -penalty , charges for 
late payment. . ' ^ ^ 

Problems in NDSL Billing and Collection : 

Institutional fiscal officers were asked which administratip-ve 

aspects of the NDSL Program posed difficulties. Five administrative 

aspects "of the program posed considerable or some difficulty for more 

than half of the respondents: (1> locating delinquent .borrowers ; 
- • > \ 

(2) on-t ime submission by borrowers of requests for deferment ; (3) main-; 
taining contact with b/<Jrrowers between* the time they left school and 
the. time the first payment was due; (4) timely submission by borrowers 
of teacher cancellation rAQu^s ts ; and (5) preparing fiscal operations 
reports for the governpent. , . - 

m 

^ Fiscal officers were asked about the ief f ect iveness of several sources 
in. locating delinquent borrowers. They found contacting 'borrowers' 
parents to be the most effective method; the alumni office (particularly 
at priva"-te ins ti tut ions )^P»a[ftd institutions to 'wbpLch grade transcripts were 

■ t 

sent we r4^ also effec-tive^ Another significant finding is that almost 

^ — - ^ r 

two-thirds of the inst.itut ions did not use the Merchant's Re tail ^GTedit 
Association to locate delinquent -borrowers. ' V * 
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"Administrative Practices and Default Rates 

• . ^, , • .# , ^ ■ 

The median annual, institutional default, rate In FY 1972 was 13*5- 
percent;, the^mejan ( ar^tthme c Ic ayerag.e)' rate was 18.4 percent. Public 
uniyersities and private four-year ^colleges had the best collections^ 
records; their median default rates were 10.9 percent and 11. & percent, 
respect ive^.y • Public tw^-year institutions had the worst default 
rate at the median, 24. 7 percent ; at the ocan, 30.3 percent. A note- 
worthy number of private two year Institutions also had poor collection 



7 



records. 



The results of a stepwise regression analysis of eigt/teen independent 
^ / 

variables (representing institutional characteristics and NDSL adminis- 
tra-tlve practices) On institutional default rates resulted in severai||||[ 
interest in^ findings. Poorer collection experience (i*e., having a 
high delinquency rate in FY 1972) was associated with being a two'-year 

r 

institution, using a billing service, being a public institution, arid- 

biMling on ^ monthly or bimonthly basis. A better collection record 
« 

(lower default rate) was associated with having exit , interviews with 
dropouts, turning delinquent amounts over to a lawyer ox collection 



agency, discussible repayment sche3\iles during- the exit interview, being a 
university, and having exit interviews with gr-aduating borrowers. 
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QUESTIONNAIRE FOR 
INSTITUTIONAL REPRESENTATIVES 
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Questionnaire for 
Institutional Representfitives 




AN EVALUATION OF THE 



NATIONAL DEFENSE- (DIRECT) STUDENT LOAN PROGRAfvi 




t 



This study is being conducted for the Unit^-d Strifes Office r)f Education 
^ ' - *^ by Educational Testing Service, Princeton. New Jersev 03540. ' 

OE" FORM 230-1. . r ,v.c:. ';c. ;.^S7^3:0 

Af'PPOVAL'EXPlRLS: S ol,73 

■ ^ • ' . 185''" • ■ ■ *y^^ 




POP OFFICE use onlt 

•To l)** <nn>j.)Ift(\l Uy-tlu' ^Jls^rtlltif)M.^I o^I'Mrinl ^vlto is. r<*>iM»»'^'^*'*' for ( otinli'^'*^ ''^^ ^li,. N'nlion.il | St u(l('"n( 
Loan- IVoirrajn ' ^ . * * ** 

■■ ^- :■ ■ 9 • . - • • ' , . 

iN:im«- of tlu- iM>t it lit iim.tl rr pM-v< Mt.itiv(> * - 

Title ^ ■ ^ ■ m- ' 

N.'inir of t !u* inst i( ion ^ 

r 

l|fcrJ<lrcss of tlic insl it tit ifin . ^ 



GENERAL INFORMATION 

1. Docs your mstilution pirllcipate in the federal Educ^^^^^^l OpportuH'^^ program (£0^)? 

1 Vi s 2 Xo ' " ' 

2. Docs your institution participate in^he federal Colle^^ ^^»"k-Stu^y pf^^^^^ {QVJ^^y 

3. \t the administration o! FEDERAL student financial P»»"ograms c^^^'^^^^^ej^j \n one Offjce at you/ in- 
stitution? 

1 Vos 2 Nf3 
I 

4. If you marked NO in the preceding ite.Tr; is your offic^ "^^^Ponsiblc fo^ ^^^^^^%ie^'*^9'- 

a. K(lvic:»lif'n;»l Opportunity flrants"* b- ^ '*'^^^i;r' Work-^"^^^^^^ ^ Vi^^r-'^^''"* 

■ . 1 ' 2 'V No • ^ \\.s 2 ^? 

5. Is the officeyesporisAlc for selecting NDSL recipient* ^'^o rcsponsib'^ 

n." NDSF. choc'ks to sfiKln^t s'/ . - . * -r * 2 

NDSL nV coimhnc:?. ... * i - 

6. If your office is not responsible f6r NDSL collection, a^^ ejmounts c^'*^^^^^ ^.^portcd Sy^tcm^ically to 
your office?. ' . * - 
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7. Within the p^ist yrnr. hns your institution or service 'yurp.iu prepnrcd.stAtisticol report^;, other Wyn those 

" ' required by thc'Officc of Ed ncnt'ron. which describe our fin^inpinl .lid iTppHc«int< and /or rccipi<j/is in .iny 

of th<* foIlowingW.iys? Tor each f.ictor, please f^rk YE? or NO. ff you m.Trk'NO, please sure to .answer 

the subsidiary question. ^ . ^ 

■ - ^ If "no", would this 

infofmition be - , ' 
useful in your 

■ c*v.i!u.itJon of .lid ^. ' 



. .1. Kimil> Inru: n<* ....... 

' \\ Kmun i.il iH < (l ... ... 

<•. * I 'tunt -t u"i ([ 

i\. !v!lJ( .It »M?Mi |rV <'| * 

i:r:Kiu.iti» s( luiout.. r\i:. 

I'. *!>'1m- tjf.uji ;>'i{ ]^.t;^•• 
.•-<'JH>^lrshi|^ 'Jill -v. M ]><)l;uvhq >-l').iiJ 
cnniln n;it n>n. ft <\ ^ ^ ' 

f. Ac. •< 1j 'rni< ■ .il)ility di* ;ic'Jiii*v»«in<*nr 

Ani'urnl of p:!rk;i:;»' 

i. M;iiMr Ut*\i\ t>j >«<u(iy > 

j. S X A 



Yes 



Yes 



No 



1 



1 



8. To evaluate your financial. oiti programs do you use the fiscal-operations reports required by the Office 
of Educati^? • ' 



STAFFING 

3 

y»ni .in* n*^i w»nsil >le-. a> writ ^.^ ihf ;>ci('( ju.JCN <>! \<>i:r i H*i*-MfMi* i t <»n:i l^'nu'nl r«>r ,iri:nirii-T'Trn:.: r j)«**N PSJ .P. 



9. Does your institution' have a fulUtime director of student fmnnci*Tl ^id prograwns: I hat is. one person v.no 
devotes nearly all of his or her time to admi^iistcring aid programs? 

I ^^•s 'J, Sn '. r - 



10. Docs your office regularly per form other work in addition to administering finanxial aid? 

11. Hov/ many fulUlime administrr.live (professional) persons CURRENTLY on your staff 

have responsibiiity for the award of student aid? Includb yourscff if it rs appropriate " Number 

12. Of the number given in item 11. how many have had responsibility for financial aid at your institution or 
SCJWE OTHER INSTITUTION for: 

I vo.tr l)ut less fti.tn "2 \ 'Vir> . . 



•J yi'.irV It s.-'.J h:in y*' irs . 
;> y<\'irs \vi-< than -1 yc:)r<-. 
•l,vtMrs or morr '. . . . 
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13.^0 yoiX-use data proccsi^mg equipment for your f' uinciaratd operations for FAfTposes otiior th^ifi billing 
and collection? " . . . 



Yr.»., i-Nf* lis 



14. Considering the nlimbcr of students who apply through your office for finc^ncial aid. how .Tdcquato is the 
size of your AOMI AsTRATIVE (prj^essional) staf^? 



I ■ NTori' t linn ;Kli»<;u;it< 
12 AHrrpntV 



,1 . H:ircly ;v(U'qu;i(r 



JS. Considering the number of students who ipply through your office for finjncr,il aid. how odcquate is the 
\ *slzeof your secretarial and^l-crical staff? 

2 A(K»(iij;ilf' 'l Ucss tli:in a(!c(ji!.*it>' 



16. Has your training included any of the following? \ 

a: (Ir.ulu.iti^ r#>nrs4^»s in stiiil^ iit fin;ii'M i;iI jirl .i(liniui^tr.il l<>ri 
h. At t riul.iinx' ;i t anOllirr nj^ i-xiucalinn triparlitr 

A ' t i^rw lanri • ,ir~a fin.nn ial :\u\ uorkshoi> sjh ir;-'>ri'(i l)\ AMirr i< . n 



I'kiurat i( »ri. or iionu* otlirr fjrLraniz.ilion ^ 



(i. (ir:i(§b;itr i-oursi-s \n ^ f JiniM^lin;^ . 

t*.. ("our>4' uork. imrf<'r*;r:uliiat(* or Kr;ulii.tlo, in l>u<in<'-^s 
:KliniTu'st 1 .U ion 

17. Does your institution ha>^ written procc^lural guidelines for: 

n. I \u*k:ij^in;: various ly^s of aifi? 

h. The* ^ lorit'al stops in i^tx-o^lwz finarKa.-tl aid ,i;>pIiiatiou>'; 



c. IU*vi«'\\ in;: luffl analv.^is -^(atci 



cL Kcvii'wini 



api> 



irrnit >','at a{irrTtfr f rrilrrUiaUV 



Hevirvvi:;;: appli.ants* <|ualilitat i'lns "swdi as H<".ii1orsl Mp. 
" rri^at l\ it \". vt»*.'.' ' . , . 

. % , ■ 

L Crritcria for >r]t*( tini: of NI)SI. rt'i ipioiUs. iif addition to tiio-r 

• iiV tht'' N'nSL Tro^ram Manual. . . • - ■ 



Yes No 



Yes .No 



SELECTION OF NDSL RECIPIENTS \ 

18* During the period July 1972 through June 1973. approximately howmany students 



a. apf>li('(i to your f)t.*iro for sorr^e IVpo oi" !iiian;-ia! a:f!'.' 
I). \V(»x*' *<>nsi{l<'r<^ ! liv V(^ur oHiir. for National r^'-a:i 

.•^r ti(i(.-nt .Lrrrin-.V . J 
r, at yoiir iiwtilution rttv^ivd i^it ionaf Dt^f^^fill* 

St udi'iTt Lf)ans? . 



Unduplicnicd 
Number 

U n d u p ) I c t ',■ d 
Num'bcr 

Unduplicatcd 
Nu mbcr 
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.19. Al your institution; wImI the usu;ij ftirtHod foi »ssc^ ,jncj a stiirlcnl's ftn.Mici.il need (tunr 9 1972-73? 
Check only Qjio. 

1. 1'!. . r ^'"!^Vv'^• 1 *» rii^T. > in NtM 

.*i * K«-th r.»! J !ri ( Nil'' t»i \ ' . ' 



20, Docs more than one.mt>mbcr of tKc admioislrntion or fjcuMy opprovo cjch NOS 
' , loan ccmmttrncnl is m.irtc? \ *• , 

12 A I • - 1 >i I [ 1 >r. i \ f -f JIM pfn . 1 1 1 I t ir I j ' j> ■ - t i»»n. i 1 ' ;: r )l :. ', 1 1 I'Ji 1 

Ik 

;; N.. . ^ • ^ 

21. Do riorc thanrh.ilf of tKc rrMnoiity financiaL aid recipients -ot your inslitutic^ icccivc rMtfon;^! Dcfr-nse 
Student Logins as p.irt of^hcir aid fJack.iGos? 

* 1 Yes* J No 

22^lcasc indicate the degree ol difficulty you or your institution experiences vvjtf^ the foi'o vn;rj arlininislrn- 
^ ytivc aspects of the NDSL Program: 



,ir " <!i-jM'n(l'-nl 1 mi t fn I r l);ir< 'ut s 

, ii. ! >* f»"rr»HTt;.;,: \'. ! tli ti - J ucl*'iiJ .trt- 
liM.i: vj »!( V i j;.*''-} M-inli-tit firt!)iMr 



• dii/icuity ' diUicuUv 




Little or no 



' iff ■" ■ r 
i . 



i 1), 



, K .[•■■••■■k;.-^j-.- 
• \,. . < ...... 
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23« Jn yarding Naiion^J Defense Student Ukihs, somc institutions must set priorities due to limited f^lnds. 
Please rjnk order the top FOUF? stOdent subgroups th,it receive preference for NDSLs ot your insti- 
tution (1 ■= first prcf^c/ice; 2 second. Af«^fei ence: 3 x: third preference: 4 four lb preference). For 
example, if entering freshmen receive first preference for NDSlVyou would enter 1 bcside'lhnl item. 



Ranic Order 
Top Four 



^ \* \t>X-UuM^ iiVlMTtTi^s stiujrnts 

,y , Wvtx . ; . • • , 

\Vc»rarn . # ' i ' ■ 

• 'StiuU'nts with,. (ho ^rmtrvt Jin>in<'i.Ml luw! . • 

Xi'fHiy slndiMtts \vl»> dn nt>< i|u.»lrfv fur nt.hcr torrriv of li^.iiu i.il .ml 
State ur \(n\xl r< '^idcnt.s 

EVALUATION OF THE NDSL PROGRAM 

24, In your personal opinion, how rrtfch interest do you think terminal borrowers should pay on their National 

^ ■ - 

^Defense Loans? 

1 ifss tiian .r ; ".1 to ").{)"; ry 7.1 t(if>.o' : 

* * * 

25, Were the funds for NDSL at your iastitution for fiscal 1973 (July 1972 through June 1973) adequate, more 
than adequate, or less than adequate for your needs? 

26, If youf NDSL fund for fiscal 1973 was loss than adequate, how man^ NEEDY applicants' at your institu- 
tion were denied NI^H^ans because of msufficicnt funds? 

^ Number 

27, NOTE: The following q<JCStion asks what contributiori you expect f r^m the parents of prc-f rcshcncn stu- 
dents at four income levels. Assume tha^ each family has no unusual expense, no assets, amj pays 
ti3c standard federal income tax. Assume also that each is, neither a business n6r a farm family. 
Consider that each family has two dependent children, only on^f v;hom is Oiisout to enter coRege. 

Parents* Net Jncom<* # Parents* Contribution . "! % 

. a.. -S^ G.OOOV : ^ - ' 

' l>. > 7,riO(>^ • > 

i\ $io,n(K)?. . > 

■ > d. $I5.0OfJ7. .V _ . >.;., • 



> 
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' CAS£ STUD^eS IN PROCEDURES USED TO PACKAGE FINANCIAL AID 

INSTRUCTIONS t 

In T)rfjt'r to sliuiy flu* pro<\'chirt's hv fin.iin ial, aid uMictT^ \\\ 

for stiifi'Mits. tliri'i* « .i>i* stufiifs h.ivt* pn-pan-d. ^'nti art.* .i^kfd td n-\ if a I hi* 

c'as4^^< ;nKi ^^^'<'^(Ir v>lu'tlK*r yonr institutimi vv^mici ofTtT somh* tiu iiu i.ii 

assist. -I n.f to h af)|»Jit-aiit. K»>r ( fu)st! lf> \\ lu>m \ otir inst itut i< ^J.i.,^^ould iiDrnT.ilK 
o/Trr aid. pI<M*M.» (Mitt^T tin* amourU and t\'jM». In ilrttTinliiinv: wliat .uci wmiltl-^* 
/><F<*rL'<l in en* h ra^\ a])p!y the* «'ri terra anU jifot I'^kinv-. y<>u would ijorn^aUy use f</r 
adrtiissiblc i)n»frt.*sliinen aid npplit ;iMts. For <'x.anjil<^ * if your inst itu: i^^rr^doo not 
<*ustf>fnarily nni t the full n<*i^l of eertain cateKorieAof students refiri ^f-nted ar:y>ni^ 
th<* 4*/^* slAKiii^. th]> praet i<*e, should \yQ reflt*i*te(l in thi* pat ka^es ndu pLin 

FVrtinent acach-rnic* and hnanci^d fa<'ts ar<' j>rfi\ ided for e n h evrt pt 

det(»rir:in;it ion ftf relative fni.irK'ial ne<''fi. Ypu are a>kt»fi tf> rali iil.irr n!,iti\<- nr.- ! 
as the difr«*n*nef» ix'tutiMi tfu* !)-nu)nth hiKi^:t^t ynu <\st!matf» for ,i vin\:!<' im'Ji'r;:r.i«:- 
uato rt*sidt-nt at your institiiMori and th^* estimated total family t-onr rilujt I: 
yours is i>rirTiariIy a eornnuit^-r etjlirce. use 1 lie budj^et nerrv..dly aps^hed .l<^ ^iri^l'^ 
commiitinK students. 

* If yt>iir i nst i t i:t ion is not part irip.it ii^c in th«» i\ »II*-^f • W' irk-St i:d\- • »r ^'.rlti .i f i. )ri > ; 
Opportunity C^rarjt I Vf>f:ra rn*<. wmild <»f x*our<<' fii^rf;:ard tht M* ^mr. *-^ ^i* 

plaiiniai: y<H.ir pai kaufs. as nou wf^uld aTi>' <>lhf*r tyi)**s o^ tiJia^irial aid h>t»-ti m 
qiil*st H)nr\'ure ihat ari* not avaiLahlr at your irist i t u t ion . 

In re\ if.v iiif: t Vy*>** case studies. t-t>n>i(i<'r tiu* fuia nria! ^itual iojiv as r. ni • >!:Tp! ;« ■ itrr.i. 
that is. nont' invoU r ^'paration or dis'oree. b>usirif» *;r :arn. o\\ :iiT-iiip, n:h<'r 
siblings iti i*nlie;:c. substantial assets, rind >o on. In acid it ion. ace^'pt tiv- :'2;:ur«'- 
piven ror^.iifienis* and parents* con tril)utioiv-i :is :i*'(»urate ret]('H iinn> oi (h*'ir ai*ii;t\ 
to eontribute. ^ 
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CASE STUDY A 



S n ■|.)I:N T S ■A( • \f )I-.M l< XJUI.IIV AM> A(*H1I:VI:MIv\ I '^..j.ip.ir.^f ir tiriifT";! - Mtljrr 

J.. 



\-i K ( H-' ni ri m r 

Cflll.DlvI-N 



r \::1':n'I s r 'oMiiiM* i > 
I'N'MMA'i'Ki) r\in:N'is' srrF>KN*rs i:sfiMA ri- h ai. i W! ii.v , 



I i:n i i:i: i im: m. month srrDi'N i' lu i>r:i:r 
i si:!.) I « lu "mi-: a« ai^iimic ^■^:Al< 



•i'orAi. KAM^.^* roNTiinu 'rioN 

KN rt:K i^srr.MATiaj financial m j i) 

I;i-r it nt i jI. i r.-h t ; » • »r LT:mt 



AMOUNT 



/r(vrAL MP" 



. I : t M ■ - > ^ ' i • ■ ! 1 r ■ ' ■ 
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Faults . More than 



5ft"Vices cost less 



r 



/ers three or nore 
It of the 'institu- 



y • either did not 



or did not under- 



jponses to another 



\ 



CAST STUOY n 

N)th :i(:a(lcniii':illv t>i jot « <>ii<<;nir;jlj\ , 

S'rrDi-'.NT'S A('AI)i-:\nf ' AIUM'I^^' and ACIUKVMMKVI'* 'NVIu^»^r.)rnp..rv'rl v.ili) \Miv inMi:i::i-:> - 

NI'IT FN'COMK. ■ v;.-,f),. ( ' I ! 1 1 . Ml : I-: \ ^ 

i%xr!:K MI IK :'M()N'i'Fi SIT I )KN'r HmcirV 

VSKi) KoFc 'I'lii': i!)7:,-7:: ArAni-:MK' \i:m: s 

To'iw!. FAMjyA' ('n\'ri^[i;r'ri()\ -T;n 

KNTl-lR IvS'l'IMA'J'KI) KJNAXCIAF. NI-:!-:!) 



Wouiil ytui ofTfT this sludfut sonir t\pc of lin-mi i.il .-iiri? 
I J N.> 

TYPE < . ' Ar;cj:iT 

If.st it Mt i'^n;)! s< ^' r>i ) i p av ;jr mt . . " 
fi.'isl'' iOdiirri t ir >ji;i ! () f >f ;rl u 1 1 i f y ^I'r.^Mt " . . . . . ' *^ 
Sur jpli'niciitnl ( )ppnrt unity (Ir.-iiU . . 

fp^t il {]'. \i)v:\\ ''v:;: , .... 



! ;^]- A] IJ 



if; 
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case: study c 

In* a(l\ alit.i^i 'fl. 

srn )K>^'rs a< wi )I':m k - AHII.l*r^" and Af m i i i a^I'.n'i iint i MmiLuvj v, ii ii Mii„ r .1,1. i i-u; Mr hn^ t, .,t 

your imnI it iitJt>ii. J fiis si luirni 's .u-.ulcinir .ihil i i \ .umI ;u-|ur \ cmrnt w < mid | il.n «• \\\\\\ m ! In- «; • '> i >r; . .-ai . 

iv\i:i:N'rs* ( (yMiuNi':!) m'miu:u n.i' in:i ; mm.n t 

M-:'I- INCOMl-: Slj.dod <'{|ILi)!vM:N .; 

KSTIMA*!*!*:!) I'Alvl-'.NTS: S'riM)kN'J"S l-.S'l'l M A 11 : 1 ) lOIAI. f WIIIA" 

(•( >N-nnia "y\< )\ 1 .i.'o (M)N'rKi lUi'rio:;^; s ino < < >.\ tki i;i i ion - 1 

i-:n*i'kk 'I'lfi': d-montm s'rrni'iN'r KrncK/r 

['SKI) KOIC 'nil': I!»7J-T:; acwdpimk* \k\h 

TOIWh FA.MIl,V ('ON'rUIIirriON' SI ^.jt> 

i:n ri:K i':s*iMMA'ri-:i) kinanciai. \i:\'A) 

Would vou olTiT tliis stufirnt some tv|)<* of finant i.i! :iif!? 
,1 Yt*s 2 No 
* If yt's. I >lc;ist' mark [X] ht-sidt* t lu* 1 vp<'s ol' a if! vf)n would offer ami <-n! or t h<' a »ti!i t s. 

TYPE " ' AMOUNT 

I list it u t ioual s( li(>larsiili> or ;:ra]il . > 

•i 

* Ma>ir lulucal ioiial ()p|H»rt utiil >■ ( IraiU > 

Su|>| >Irnn'nlal ( )| )|jnrt unit \' C 1 rant . S 

In^t It lit inrial l»>aii > 

Nal iona!" r^i-lcusr Sludiait l.oari ... ^ 

I n^il it ul imi;n ornpl>*rTTu\^ , . . . S 



I'<.'doral ('<>JIi';ic Worix-Studv ornpl<t>rnf!il 



roTAL AID 



It llii-; <tudo!it aKo at>pli»*fi I'or a i^uara 1 1 1 crd Itvoi. Inuv tiuh'ii \\f>iii{ 
vuu rrt Mrnrnriul that ■ or -^hr rot oiv.r l«>r tin- a<'ad('ini<" \ rar'.^ 
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.APPENDIX B* 

, * ■ _ • d 

\ ' . ' , FORM .II. \ 

QUESnONNAIRE TOR 
INSniUTIONAL fiscal' OFFICERS 



/ 
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FORM II 

Questionnaire for 
Institutional Fiscal Officers 



/ 




NDSL 



AN EVALUATION OF THE , •/ 

NATIONAL DEFENSE (DIRECT) 'STLTDENT LOAN PROGRAM 



This study is being conducted for the United States Office of Education 
by Educational Testing Service, Princeton, New Jersey 08540. 



OE FORM 230-2 



Q.M.B. NO. 51-S73010 
APPROVAL EXPIRES; 8/31/73 
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FOR OFFICE USt ONLY 



INSTRUCTIONS 

This qucstioniiain? applies only to institutions that have terminal NDSL l)»)rn)wrrs. A tfrniinal NDSL 
Ixirrowvr is clrfiiuKl as?i past NDSL rccioienl who has (va.stnJ at. least i)art-tinH' study at your institution. 
If your in:<tilutioii has had !)o terminal f^^DSI. l>orrowers. chet-k hvrr ( and return th<- questionnaire. 
C)therwise. please* have the odieial resi)onsi[)le for exit interviews complete S^nt ion A. Sections H anci C 
should be eompletc»<3 by the institutional oflieial res|>onsible for coordinating NDSL hilling arui collection. 
Soi-tions B and C should bo comjjlcttx]. even if y<)ur institution uses a biMiuR st»rvice for substantially 
all NDSL accountr.. « 



Name and title of person who is 
conapleting Section A 



NAMK 



TITLK 



Name and title of person who is 
completing Sections B and C 



NAME 



TITLI-: 



Name of Institution 
Address of Institution 



STREfeT 



CITY 



STATE 



7AP CODE 



SECTION A— The Exit Interview 

L Did your institution conduct exit interviews In 1972-73 with graduating NDSL borrowers? 

1 Yes. in substantially all cases 2 ' ] Yes, in some cases 

3 '7 ^•o (If no. skip to question 8) 

\ - t 

2, Did your institution conduct exit interviews in 1972-73 with NDSL borrowers who left before completion 
of their program or who were dropping out? 

1 Yes, in most ca'ses 2 ■ Yes, in some rases 3 ' , No 

3. Approximately how many NDSL borrowers graduated or otherwise terminated their studies at 
ir.ur institution'during the 1972-73 academic year? 

(a) Of this number, approximately how many left without 

an exit interview? . 
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4. How are exit interviews cor>ducted with most NDSL borrowers? (Check only one) 

• 1 ■ Individually 2 : ; In jjroup sessions 
3 This institution docs not fondurt exit intiTviews with most NI)S[. lK)rr<)wrrs. 

5. Is a schedule of repayments discussed with the borrower during the interview? 

1 Yi's, in most ca.-^vs 2 ; Yi»s, in some casi's 3 No 

6. Has it been your experience that NDSL borrowers gain a thorough understanding of their repayment 
obligations from the exit irj^terview? 

1 Yes, in most cases 2 Yes, in sgmo oasc»s .'I No 

?• Is the exit interview used to gather information for future use in tracing a borrower's address? 

1 ; ; 'ycs 1> No 

8. Do you usually gather the'following information from a terminal r OSL borrower before he leaves your 



institution? 

t Yes No 

a. His parents* or guardian's address 1 2 

b. The address at wliieli the borrower may Ix? rearlied for 

his first bilHnK 1 2 

c. The address<:\s of refenmros he has j;iven 1 2 

d. The address of the borrower's bank in his Jiome community 1 2 
c. The address of his church in his home community 1 2 

f. Address of present employer 1 2 

g. Other. Specify ^- . . . 



SECTION B-NDSL Billing and Collection 



\ INSTRUCTIONS 

The foI^0WiinK cjuestions ai)ply In all institutions. ref:ardlcss of pxirt icipat ion in a commercial hillini: service. 
If your iristitution uses a rommereial billing s<»rviec. answer questions 1 1 and 12. in terms of the institu- 
tional stall required for transmitting data to the servic^\ monitoring; reports rec t-ived iVorn the s<*rvi<*e, 
follow-up on (leiincjuent ac(^ounts. and so du. * 



9. Are bills for your NDSL borrowers prepared manually or by computer? 

1 ' ] Manually 2 By computer 

10. How frequently does your institution or billing service send bills to most NDSL borrowers who have left 
your institution since November 1965? 

1 ; Monthly 2 ; Bimonthly :\ (Quarterly -1 Other 



193 

erJc 



11. How many persons on the administrative (professtonit) staff at your institution devote all or some of their 
time to NDSL billing and collection? 

Numb«r 

Full-timo 

Li*HM thjin full-timo, but more than half-time 

Flalf-timo 

Onc-quartcT time 

Considering the number of your ternT^na] NDSL at (ounts. how .ulrcjuatc is tin- • 
sizo of your iidmimstrativc (professional) staff resiK)n?iihle for NDSL billinK and 
collection? 

r More than adequate 3 ! Barely adequate 
2 ; Adequate •! [ ] lx»s.s than adequate 

12. How many clerical and secretarial staff members at your institution devote all or some of their time to 
NDSL billing and collection? 

Number 

Full-time 

Less than full-time, but more than half-time « 

I^al^time 

One^quarter time 

Considering the number of your terminal NDSL accounts, how adequate is tlic\ 
sizi* of your clerical and secretarial staff resiwnsiblc for NDSL billing and <.ol- 
lection? 

1 ' More than adequate 3 Barely adequate 

2 Adequate 4 ^ I^css than adequate 

13. Approximately what percentage of your institution's TOTAL annual NDSL administrative costs are covered 
by the administrative allowance the government permits you to withdraw from the NDSL fund? 

1 'Z Xone. We do not 4 ' 21 to 30 '"r 7 7^ 51 to 75 ^' 

use this oj)tion, ^ 

2 'I 1 to 10^; 5 .: 31 to40^r 8 76 to 100^; 

3 i: 11 to20^f 6 . 41 to 50% 9 : over 100% 

14. In your opinion should the 3 percent annual NDSL administrative allowance be increased? 

1 7 Ves 2 No 3 ! Hard to say 



If '\vt^*\ answer question 15. Otherwise, j:o on to question 16. 

15. What percentage of the total amount of NDSLs made during the fiscal year do you think institutions should 
be permitted to charge for routine administrative expenses? 



1 


; 4% 


4 




7 : 10% 


2 


J 5% 


5 


8% 


* 8 J more than 10% 


3 


Z 6% 


6 


Z 9% 





\ 
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16. What is the primAry admlnistrattve arrangement used by your institution or billing service for receiving 
teacher cancellation forms from NDSL borrowers? (Check only one) 

1 'rii«' Hr<jih'^! lor l*.»rh.il ( 'am <»lLjt jon of" l.o.in lorin i> mmi! .it N .ist inu v .\ \*\tr 
to all ti*nniiwil N1)SI* lMirn»wcrs wIk^sc acMrrsM's .\rt* known. 

2 Al I<*ast on< I' a vr,\r ilu- Kr(juc'st lor Partial ( *atn»'llat m>h ot" I.o.iii tonn is sojit 
tti lM>rn)VitTs who wcrt' ti.uhrrs tlu' |»r<^rtlniK vrar or who miiuatr<l ai 
^railuation thrir intct^tion to trat h. 

l\ Thi' I{r<)ur».t for I'arti.il ( '.iint'llat ion **\' Loan forms ;\rt' i)*>{ .ojtonnti' ills 
^»t'iit to am J>orrow< rs. Tt rnunal lM»rrov\(Ts aro niNtruftjMl that j( i\u'\ nn'ot 
stjit«*<I rh>c»l>iii^y rrtjiiiri'inmls for "full-tinir liMt*h«*r^," lh»'V may rrcjin'-^t 
a iorni. ^ 

•1 Othrr SiHM iCy 



17. What is the primary administrative arrangement used by your institution or billing service for receiving 
requests for deferment of NDSL payments? (Check only orie) 



A lirijiu'st for Drfornirnt form is srnt at Ira^t a vrar ti 

NDSL lM)rrowrrs whos<.» addrfSM's arr knt>\\M. 



ol t''rr;;u»»I 



A Hcijurst for nofrrnicnt form is s<'nt at least »nuo a \ rar to horrouofv xvhoM* 

p.iVniioiits wrrr (Irfrfrfd during thr prrtcdin^; yrar or \a1jo uuhiaU'd a{ 
^:raduation that thrv will Ix* oli^jibk' for dt'ftTinfiit. 

Ht'ijut .'st for Di'frrnu nt ft»rms arc not aiit oiii.it M :i 11 v M iit tt) I>orri)svor>. 

Trrminal horriAV(»rs arc instrui ti'd to riTjiu-st thr form if thi y raret ihr 
t'li;:ihility ro(iuirfnu*nts, 

OtluT. SptTifv. 



18. How marty times are your DELINQUENT NDSL borrowers normally reminded before legaj action is con* 
sidered? 



None 

Onr 

Two 



Thrct.' 
Four 

Fivi" (tr nu)rv' 



Wc hn\r no dclincincr.; 
arcounts. 



19. After what period of time do you think tnstitutiorrs should be allowed to "write-off" dehnquent NDSL 
accounts as uncollectablc? 



1 Six moiUhs or K'ss 

2 Twrlvc monllis 

a Lif:htti*n monl hs 



•1 Twt'nty-loiir tiionths 

r> 'I'hirt > --^ix njont hs 

i) Mort* than thirtvvsix nio!Uli> 
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20. With regard to your borrowers who arc delinquent in repaying NDS Loans 

U. Do y<Mi proliiUit H'Ii'mm' of \\\rir t r;ms4Ti|>l'.*' 

r. Art* Nt roi\Wi:t (rfH wnttrn wiui It .su>:^:<*^t t\\Ai .i« ttoii 

tii.iy U» t:ili»n*' 

(i. Arr .icrounts (urnnl omt to nthrr a I iwyrr (»r .1 
rulli'flion ;ij:rn< \ 

r. Arc lw»rrou'<'rN routinely clur^Tii lor tUr cost t>( .'ollrc t iii^: 
tlicir (Irlirujurnt jMymrnts*.* 

21. Does your institution or billing agency 



No 



res 



No 



un,iwarc of 
this opt(on 



a. IVrniit n»(».»ymrnts less thjn ihv 

amount clue partial i)aymrr)t ? 1 l! 

b. \iri\iuri: mininuim rrpaymcnts on NDS 

U)ans'' 1 2 ;i 

t\ Dc'fi»r thi* |»rni( ip.»l payments ofpri-VHfUs 

l>tf>rrc>wc»rs who arr part-timr students'^ 1 2 'A 

ci. Drirr i)rinri[>al and int<»rt'st for hardship 

22. In locating delinquent NOSL borrowers, how effective have you found the following? 

^ Wc do not 

Very Fairly Sehdom use this 
effective effective effective means 

a. Fi»drral NDSI, Skip-Trac(» St-rvicc if 

h. Borrowor's parents or tiuardian 

r. Alunini office ... 

d, <^\>Iloj:c placcrnent office 

f^. Driver's license' agencies 

f. Arme(i P'orrrs . . 

^. Merc fiants* retail credit ass/>eiation 

h. Institutions to whic-h ^r^ide transcripts 
[inve U'en S4*nt 1 - '5 

i. Other very efTiK-tive snurct*s. Si)t»cify 

23. Are you presently using a commercial billing service on a regular ba^is? 

; Yes 2 No 

> If "no/' on t<^) cpif'stion 2^>. Othen-si^', answer rjut^tion^ 2« and 2' 
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24. Aft th« ut«r of a commtrcUl blltlng i«rvk«» wh«t it your opinion of it% rtljitiv« co%t? 

1 Thr jNTviTf v(ynin morv lluin it woiaUi ront for our inntitutiiin t<i (H-rlurrn llir 
Hjuiir funtt ion* 

2 ] TUo ^*r\ u'f* cost*! nlx)iJt i)u* nivm* an it would <*<mt fi^r our in?titiit n>n to |H f !«)ri!'. 

The ?M*rvi«'r <t>Ht« U*sm than it wr>ulH ro.nt lor our ift.stitu! ir»n to jH-rlorni tho 
Siiinr funrtioiVH. 

2Sr>iaw^ effective has the commercial BILLING SERVICE been in reducing the number and amount of de> 
linquent accounts? 

1 Wry rfT^H tivc 2 Fairly i'/T<*t tivr :t Not ve ry rlTrrtivr 

26. Are you using an outside cottoction agency for delinquent NT ^ aunts? 

1 ' " for all dclinc|ucnt ao(*f>untj* 

2 ' ] Yt*. for h.»rd-<^>rf dolinqurncitvs only 

3 No 



If "no*". j;o on to quc'stion 2*'. (^thrrwiM-. .inswi-r (|urNtinris 27 .irui 2"^. 



27. As the user of a COLLECTION AGENCY, what is your opinion of its relative cost? 

1 The MTvic <• (^oNls more than it would rost for our institution to ;HTfor:;i : h- 
same functiot^s. 

2 , The service rosts aK(>iit the s.ime as it would cost for our in>titutio!i :<> 

}X'rform the si me functions. 

3 The .M'r\'ire costs less than it would rest for our in.'^tiiuti^r. tr :^ r:r. ihr 
si\mo functions. 

28. How effective is the use of a collection agency in reducing the number and amoi^n' of d/^hnquent NOSL 
accounts? 

•1 ' [ Very efTe< ti\"o 2 F'airly e fleet ive 3 Not \'*rv "T^'^'{\vfJ 
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SECTION C«-ld«ntiliCAtion of Problem Ar»4« in Fttc^it AdmmttU^Uon of th» ^(OSL Progr4m 



29. PteJi%e indicate the degree of dtfftcutty your in%titution hA% with the followinQ Atpect\ of the NOSL Pro« 
gr^im. 



Cofi«id9 %om« Ltttl« or no Dor% not 

difficulty diff K uHy dKf icuMy ^ppl v 



h \*r**\>:\r.\Xtnt\ i»r NI )SI. .li ojH'r.i tnnite 
rf|x »rt 

r Hi'lrr.t ii»n t^^ »< I : n i Jm I r.> t i\ f | ifi .n.il 

NDSI. bilinii: .irj(l . olli-i t jini 
tl. Hfli titum <>( I Urn .i! ur in rrt.irjal 

.inci roli'^ tmn 

V M .ii?it .iini Mt: I «>nt,u ! w 1 1 h ! i:r:::i IxTrttutTs 
jM-t\\i««'n thi* tiHji' \\\r\ h'.wt' \(iur 

r; liiu" 

^. V)«»tii ..:iT;jij^' rl i^Ci I m1 J I V Ii»r !r.H h<'r 

fj. I )i*tiTr:u:i; n^: thi- .»m h »;iT»t >■ (»! ;ir;ini;Ml .iini 

MduiMtioii.iI ( )f >[ H^rt un:f y (Ir.iTit liiruis 

!)>■ tiT;r.i:t,il lx>rruut'rs 
k. C)M-tirr.»» ^ut 'Hu^^i' 'ij i>f riMjui'-^t^ for 

L M .uni.ur.irjc hillin;: m^o.-fl^ I'>r tho.s*- 

i>f .u!?:u*nCs m : it inj m t ii >r. of 
P.. C'():r.;)I> IT'.;: \fc;rh tin' truli:-ir:-Ir::(i::^.;: l.ivy. 



30* t^le^se enter the following information from the Institutional FiscaUOperations report for the Educationally 
Opportunity Grants, College Work-Study, and National Defense Student Loan Programs for fiscal year 
1972(July 1, 1971-June30, 1972): . ^ 



a,. I-»oan principah collections for j>eriod July 1, 1971-June 30^ 1972 
. (transfer entr>- from Part II, Section A, line 4.1) S 



Undupitcated 
Borrowers 



Accounts past' due as of June 30, 1972 (transfer entires from 
P^^rtll, Section D): 

Lino (1) 120 days, or less . 
Line (2) 121 days to 1 y^ 
Line (9) Total Accouote Past Due. 



T : 




Amount 



Thank you for your cooperation. Please staple atrd mail this booklet. No postage is required. 



10 

63501- T63P5 

Er|c 205 



STAPLE HERE 



FOLD HERE 



A 



FIRST CLASS 
.Permit No. 89 
Princeton, N." J. 



BUSINESS REPLY MAIL 

NO POSTAGE STAMP NCCCSSARY IF MAILED liM THE UNITED STATCO. 



POSTAGE WILL BE PAID BY 

Fi/iancial Aid Studies and Programs 
Educational Testing Service 
Princeton, New Jersey 08540 



. 206 



